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Officers  of  the  Department  of 
State  Lands  and  Investments 


The  State  Board  of  Lend  Coinmissioners  is  the  governing  board 
created  by  Section  4  of  Article  XI  of  the  Constitution,  and  at 
the  time  of  writing  this  report  it  was  composed  of  the  follow- 
ing members: 

Hon.  Elmer  Holt,  Governor,  President 

Hon.  Elizabeth  Ireland,  Superintendent  of  Public  Instruction 

Hon.  Sam  W.  Mitchell,  Secretary  of  State 

Hon.  Raymond  T,  Negle,  Attorney  General 


Officers  Under  This  Board: 

IVER  M.  BRAND JORD 
Commissioner  and  Secretary  to  the  Board 


NANITA  B.  SHERLOCK, 

Assistant  Commissioner 

RUTLEDGE  PARKER, 

State  Forester  (Address  Missoula) 


L.  E.  CHOQUETTE, 
Chief  Field  Agent 

L.  L.  'WHITE, 
Fire  Warden 
(Address  Missoula) 
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A'/LUra;i£NT  TO   HnIaBLING  ACT 
PERMITTING  GALE  OF  GRAZING  LANDS  AT  $5.00  PER  i.ZP£, 
REViOVING  THE  LIT/JTaTION  OF  640  ACRES  ON  THE  C^UANTITY 
OF  LAND  THAT  MAY  BE  LEASED  TO  ONE  PERSON  OR  COMPAI-IY, 
AND  MAKING  OTHER  CHANGES 

(Vol.  47  U.  S.  Statutes  At  Large,  p  150) 

An  Act  to  amend  section  11  of  the  Act  approved  February  22,  1889  (25  Stet.676), 
relating  to  the  admission  into  the  Union  of  the  States  of  North  Dakota,  South 
Dakota,  Montana,  and  Washington. 

BE  IT  ENACTED  BY  THE  SENATE  Al'ID  HOUSE  OF  REPRESENTATIVES  OF  THE  UNITED  STATES 

OF  AMERICA  IN  CONGRESS  ASSil.lBLED,  That  section  11  of  the  Act  approved  Febru- 

aiy  22,  1889  (25  Stat.  676),  be,  end  the  sfme  is  hereby,  mnended  to  reed  as 
follows: 

"That  ell  lands  granted  by  this  Act  sh?ll  be  disposed  of  only  at  public  sale 
after  advertising  -  tillable  lands  capable  of  producinc  agricultural  crops 
for  not  less  than  llO.OO  per  acre  end  lands  principally  valuable  for  grazing 
purposes  for  not  less  then  $5.00  per  acre.  Any  of  the  said  lends  may  be  ex- 
changed for  other  lends,  public  or  private,  of  equal  value  and  as  near  as  may 
be  of  equal  area,  but  if  any  of  the  said  lands  ere  exchanged  with  the  United 
S  tatos  such  exchange  shall  be  limited  to  surveyed,  nonminerel,  unreserved 
public  lends  of  the  United  Stetes  within  the  State. 

"The  said  lends  may  be  leased  under  such  regulations  as  the  legislature  may 
prescribe;  but  leases  for  grazing  and  agricultural  purposes  shall  not  be  for 
a  term  longer  than  five  years;  mineral  leases,  including  leases  for  explora- 
tion for  oil  and  pas  and  the  extraction  thereof,  for  a  term  not  longer  than 
twenty  years;  and  leases  for  development  of  hydro-electric  power  for  a  term 
not  longer  than  fifty  years, 

"The  State  may  also,  upon  such  terms  as  it  may  prescribe,  grant  such  ease- 
ments or  rights  in  any  of  the  lends  granted  by  this  Act,  as  may  be  acquired 
in  privetely  owned  lands  through  proceedings  in  eminent  domain:  Provided, 
however,  That  none  of  such  lands,  nor  any  estate  or  interest  therein,  shall 
ever  be  disposed  of  except  in  pursuance  of  general  lews  providing  for  such 
disposition,  nor  unless  the  full  market  value  of  the  estate  or  interest  dis- 
posed of,  to  be  escerteined  in  such  manner  as  may  be  provided  by  law,  has 
been  paid  or  safely  secured  to  the  State. 

"With  the  exception  of  the  lands  granted  for  public  buildings,  the  proceeds 
from  the  sale  and  other  permanent  disposition  of  any  of  the  seid  lands  and 
from  every  part  thereof,  shell  constitute  permanent  funds  for  the  support  and 
maintenance  of  the  public  schools  and  the  various  State  institutions  for  which 
the  lends  have  been  granted.  Rentals  on  leased  lends,  interest  on  defe-rred 
payments  on  lands  sold,  interest  on  funds  arising  from  these  lands,  and  all 
other  actual  income,  shall  be  available  for  the  maintenance  and  support  of 
such  schools  and  institutions.  Any  State  may,  however,  in  its  discretion, 
add  e  portion  of  the  annuel  Income  to  the  permanent  funds. 

"The  lends  hereby  granted  shall  not  be  subject  to  preemption,  homestead  en- 
try, or  any  other  entry  under  the  lend  laws  of  the  United  States  whether 
surveyed  or  unsurveyed,  but  shell  be  reserved  for  the  purposes  for  which 
they  have  been  granted." 

Soc.  2.  Anything  in  the  said  Act  approved  February  22,  1889  inconsistent 
with  the  provisions  of  this  Act  is  hereby  repealed. 

Approved,  May  7,  193P. 
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IN  MMORY  OF  THE  lATE  GOVERNOR  FRANCIS  HENRY  COONEY 

At  a  meeting  of  the  State  Board  of  Land  Commissioners  held  December  28,  1935, 
Elmer  Holt,  Governor  of  the  State  of  Montana;  Elizabeth  Ireland,  Superintend- 
ent of  Public  Instruction;  Sam  7J.  Mitchell,  Secretary  of  State;  and  Raymond  T. 
Nagle,  Attomfty  General  directed  and  ordered  that  the  following  Memorial  bA 
entered  in  the  record  of  the  proceedings  of  the  Board  In  honor  of  the  latp 
Governor  Francis  Henry  Cooney,  and  that  a  copy  thereof  be  transmitted  to  his 
grief-stricken  widow,  Mrs.  Mae  Poindexter  Cooney. 

"V/e  pause  in  our  deliberations  today  in  respectful  memory  of  the  life  and 
character  of  the  late  Governor  Francis  Henry  Cooney  and  in  honor  of  his  deeds 
as  chief  executive  of  the  State  of  Montana  and  President  of  this  Board.  Fran- 
cis Henry  Cooney  was  bom  at  Amprior,  Ontario,  on  December  31,  1872,  and  died 
at  the  Columbus  Hospital  in  Great  Fblls  on  Sunday,  December  15,  1935.  He  took 
the  oath  of  office  as  Governor  of  the  State  of  Montana  upon  the  resignation  of 
Governor  John  E.  Erickson  on  March  13,  1933.  The  first  meeting  of  this  Board 
over  which  he  presided  was  held  March  22,  1933,  and  the  last   meeting  on  Novem- 
ber 18,  1935. 

"Governor  Francis  Henry  Cooney  was  a  brave  and  courageous  man,  strong  in  his 
convictions  and  warm  in  his  friendships;  he  pursued  the  path  of  duty  as  he  saw 
it  irrespective  of  obstacles  and  opposition  in  accordance  with  the  dictates  of 
his  conscience.  He  suffered  from  heart  trouble  for  a  number  of  years,  but  this 
did  not  deter  him  from  the  vigorous  performance  of  the  arduous  duties  of  his 
office, 

"Governor  Francis  Henry  Cooney  was  a  Democrat  in  the  deepest,  finest  and  tru- 
est sense  of  that  word.  His  heart  went  out  in  genuine  sympathy  to  the  lowly; 
no  one  was  too  humble  to  receive  a  full  hearing  before  him;  no  one  was  so 
mighty  that  he  could  dictate  his  course  of  action.  He  had  honest  respect  and 
reverence  for  the  worth  and  value  and  dignity  of  the  individual  human  life. 

"The  outstanding  achievement  of  the  administration  of  Governor  Francis  Henry 
Cooney  was  the  impetus  that  he  gave  to  water  conservation  throughout  the  state. 
Sun  and  soil  and  uater  are  the  great  natural  factors  in  the  production  of  agri- 
cultural crops.  Montana  has  an  abundance  of  sun  and  soil,  but  is  deficient  in 
precipitation  and  water.  He  encouraged  most  enthusiastically  the  conservation 
of  the  water  that  the  state  has  and  r.'as  successful  in  obtaining  Federal  aid 
for  numerous  conservation  projects.  This  work  will  remain  of  value  to  the 
people  of  the  State  of  Montana  as  long  as  the  state  endures. 

"\7e  pause  today  in  respect  for  his  admirable  traits  of  character;  in  honor  of 
his  achievements  as  Governor  of  the  State  of  Montana;  in  deep  sorrow  over  his 
untimely  death;  and  in  sincere  sympathy  with  his  bereaved  family." 

THE  STATE  BOARD  OF  LAND  COI».!I  SSI  ONERS 

EIMER  HOLT, 

Governor 

ELIZABETH  IRELAND, 

Superintendent  of  Publis  Instruction 

(SEAL)  SAM  W.  MITCHELL, 

Secretary  of  State 


Attest: 


I.  M.  BRAND JORD, 

Secretary 


RAYMOND  T.  NAGLE, 

Attorney  General 
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ADMINISTFATION,  Cost  of 68 

AXLOTMENT  PLAN  (See  Doraestif  Allotment  Plen) 

AM0FTI7ATI0N 

Applied  to  Investments 11,  1^ 

ASSETS  BELONGING  TO  PEFMAJJENT  FUNDS I'',    16 ,  19 

Cash  Balences ?4 

Coraperipon  for  Nine  Yeers 19 
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Capitol  Building  Bone's ?4 

StPte  Educational  Bonds ?6 

State  Funding  Bonds ?7 

CONSTITUTION 

Amendment  to  Artlf'le  XXI  Pecomnended 76 
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COONEf ,  FPANCIS  HENFY,  MEMOPIAl 7> 
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Condition  of ?:?,  ?0 
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GOVFFNOP  ELMEP  HOLT  4,   7 

INCOME 

Apportionment  of 

Comparison   ■for  Past  Years 

INVESTMENTS  MADE  DUPING  BIENNITJM 
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Certificates  of  Purchase 

Grants  -from  United  States 
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Patents  to  Sections  16  and  ?•& 
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Crop  Share  Leases 

Delinnuent  Oil  Povalties  Collect'^d 

Mining  Leases 

Oil  and  Gas  Ler  ses. 
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Rentals  Discussed 

Rentals  and  Royalties,  Coal, Oil  and  Ga?  Leases,  1918-19:^6.. 
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LEGISLATION  PELATING  TO  DEPAFTMENT 71^ 

Amendment  to  Eneblinp  A'-t 2 

Netionel  Lepislrtion 79 

Suppl-^mentPry  CuTency  Bese'i  on  Coramof^itle<^ 81 
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STATE  OF  MONTANA. 
Department  of  State  Lands  and  Investments 


Helena,  Montana 
November  30,  1936 

Honorable  Elmer  Holt, 

Governor  of  the  State  of  Montana. 

My  Dear  Governor: 

In  accordance  with  well  established  usage  and  the  specific  provisions  of  the  statutes, 
I  am  submitting  herewith  the  report  of  this  department  for  the  two-year  period  ter- 
minating Jxme  30,  1936.  Some  of  the  information  that  it  contains  is  found  in  earlier 
reports  but  is  re-embodied  in  this  statement  for  convenient  reference.  Allow  me  to 
say  at  the  very  outset  that  I  an  more  than  thankful  to  you  as  Governor  and  President 
of  the  State  Board  of  Land  Commissioners  and  to  the  other  members  of  the  board  for 
the  considerate  and  generous  treatment  that  you  have  so  uniformly  accorded  me  during 
the  time  that  I  have  served  under  you  as  secretary  of  the  board.  It  has  been  my  am- 
bition to  place  before  the  board  accurate  and  impartial  information  relating  to  the 
various  and  numerous  problems  that  you  have  to  solve.  You  have  given  this  informa- 
tion due  credit,  and  our  relations  have  been  most  pleasant  throughout. 

How  Well  Have  ',7e  Succeeded  in  the 
Adjainistration  of  State  Lands? 

Compared  with  other  states,  the  State  of  Montana  has  succeeded  fairly  well  in  the 
management  of  the  Federal  Land  Grants.  We  have  built  up  large  permanent  funds  from 
the  disposition  of  land,  as  Tables  Nos.  IV  and  VIII  and  other  tables  and  information 
found  in  this  report  will  show.  We  also  derive  a  considerable  income;  please  refer 
to  Tables  Nos.  I  and  V.  The  total  gross  income  through  this  department  from  all 
sources  during  the  last  two  fiscal  years  slightly  exceeded  two  and  one-half  million 
dollars,  which  is  more  than  fo\ir  hundred  thousand  dollars  above  the  income  during  the 
two  preceding  fiscal  years.  During  the  last  nine  years  there  has  been  apportioned  to 
the  school  districts  of  the  state  and  paid  to  various  state  institutions  from  income 
obtained  through  this  department  about  eleven  million  one  hundred  thousand  dollars  - 
an  averag<?  of  more  than  one  million  two  hundred  thirty  thousand  dollars  per  annum. 
See  Table  No.  XXV. 

No  Grounds  for  Boasting 

These  figures  are  somewhat  Impressive,  but  they  furnish  no  justification  whatever  for 
boasting.  The  total  assets  of  the  department  producing  this  imcome  are  carried  on 
our  records  at  more  than  seventy  million  dollars.  See  Table  No.  VIII.  No  taxes  are 
paid  on  this  vast  amount  of  property  and  the  cost  of  operations  is  paid  by  appropria- 
tions from  the  State  General  Fund.  Tiiere  can  be  no  doubt  but  that  this  vast  estate 
would  have  produced  a  far  tetter  income  if  it  had  been  privately  owned  and  privately 
managed.  Far  more  money  would  also  have  been  expended  in  adroinistration;  agronomists, 
economists,  engineers,  geologists,  mineralogists,  financial  experts  and  numerous  other 
experts,  would  have  been  employed.  Under  the  heading  "New  Legislation  Needed"  it  is 
suggested  as  a  humble  beginning  that  provision  be  made  for  the  services  of  a  geologist 
or  mineralogist  from  the  School  of  Mines  for  the  examination  of  state  lands  as  the 
need  for  such  examinations  may  arise. 

Factors  Affecting  Income 

The  drought  that  for  a  number  of  years  has  held  almost  uninterrupted  sway  through  the 
Northwest,  including  Eastern  Montana  is  of  course  the  fundamental  cause  in  preventing 
a  more  rapid  increase  in  the  income  of  this  department;  and  except  for  the  rapid  de- 
velopment of  irrigation  projects  now  irnder  way,  it  is  almost  beyond  human  power  to 
overcome  the  evil  effects  of  frequently  recurring  dixjughts.  Agricultural  and  grazing 
rentals  must  in  the  long  run  come  from  the  products  of  the  soil;  and  when  crops  fail, 
this  income  must  inevitably  decrease.  The  same  rule  also  applies  to  interest  on  land 
sales  of  all  kinds.  But  the  income  from  grazing  rentals  has  also  been  decreased 
through  legislation.  On  page  38  of  this  report.  Chapter  42  of  the  1933  Session  Laws 
is  discussed  somewhat  at  length*  Practically  speaking,  it  cuts  grazing  rentals  rn 
state  lands  down  to  one-half  of  what  they  were  under  former  statutes.  As  a  result 
thousands  of  tracts  of  state  lands  are  now  leased  at  one-half  the  price  for  which  they 
were  leased  in  former  years.  Lessees  paid  twice  what  they  now  pay  for  the  simple 
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reason  that  th^y  knew  the  land  was  worth  the  money.  The  Supreme  Court  decision  on 
this  legislation,  found  in  94  Mont.,  page  295,  has  not  made  it  any  easier  to  obtain 
the  full  market  value  under  state  grazing  leases. 

Chapters 61  and  89  of  the  1935  Session  Lav7s  also  constitute  obstructions  in  obtaining 
full  rental  values  for  stat«>  grazing  lands.  The  Supreme  Court  decision  on  the  said 
Chapter  61  (100  Mont.,  page  96)  is  not  much  more  helpful  than  the  decision  on  Chap- 
ter 42  of  the  1933  Session  Laws. 

On  account  of  the  deplorable  conditions  now  prevailing  in  the  prairie  sections  of  the 
state  with  regard  to  agriculture  and  stock  raising,  it  is,  however,  not  thought  ad- 
visable to  attempt  legislation  changing  the  rentals  on  state  lands  at  the  present 
time. 

Attention  is  here  called  to  the  suggestionsfor  "New  Legislation  Needed" beginning  on 
page  73  of  this  report.  The  general  object  sought  is  to  obtain  new  legislation  which 
will  make  it  easier  to  administer  the  land  grants  and  the  funds  derived  therefrom  in 
full  accordance  with  the  letter  and  the  spirit  of  the  Constitution  and  the  Acts  grant- 
ing these  lands  to  the  State  of  Montana. 

Progress  Made  in  Obtaining 
Patents  to  Sections  16  and  36 

The  reports  of  this  department  for  1932  and  1934  contain  information  in  regard  to 
the  attempts  that  had  been  made  by  this  department  to  obtain  national  legislation 
authorizing  the  issue  of  patents  to  the  states  for  school  sections,  and  th»  legisla- 
tion finally  enanted.  The  plan  for  this  legislation  originated  in  this  department 
and  was  originally  included  in  a  till  introduced  by  the  late  Senator  T.  J".  Walsh.  It 
was  re-introduced  by  Senator  J.  E.  Erickson  in  1933  who  succeeded  in  having  it  passed 
through  the  Senate.  It  was  piloted  through  the  House  by  Congressman  Roy  E.  Ayers 
and  signed  by  the  President  on  June  21,  1934.  As  finally  passed  it  applies  not  only 
to  school  sections  in  the  State  of  Montana  but  to  school  sections  "in  place"  in  any 
state. 

Under  the  regulations  issued  by  the  Department  of  the  Interior,  the  state  wanting 
patents  to  its  school  sections  must  make  application  to  the  local  land  office  giving 
the  description  of  every  tract  for  which  patent  is  wanted.  The  applications  are 
published  in  newspapers  designated  by  the  land  office,  but  the  state  must  pay  the 
costs  which  amount  to  very  considerable  sums.  Up  to  this  time  this  department  has 
made  application  for  patent  to  all  its  school  sections  lying  west  of  the  Montana 
Principal  Meridian  and  to  all  sections  in  townships  1  to  37  North  of  ranges  1  to  24 
East.  We  are  filing  these  applications  as  fast  as  we  are  able  to  pay  for  the  publi- 
cation from  the  appropriations  made  for  operating  expenses  for  this  department.  So 
far  not  one  single  patent  has  been  obtained,  but  they  are  sure  to  come* 

Mineral  lands  were  excepted  from  the  original  land  grants  made  to  this  state,  and 
minnrals  include  oil  and  gas»  Uncertainty  as  to  the  state's  title  to  valuable  oil 
lands  naturally  arose.  Hundreds  of  school  sections  were  lost  to  the  state  thro\igh 
the  creation  of  forest  reserves,  through  homesteading  and  in  various  other  ways. 
Until  patents  are  actually  issued  by  the  government  for  school  sections,  the  state's 
title  must  therefore  re:aain  in  doubt  and  be  open  to  attack.  The  obtaining  of  these 
patents  is  therefore  of  the  utmost  importance  to  the  state  for  the  protection  '^f  its 
school  land  grants.  This  work  is  the  major  "project"  now  under  way. 

Consolidation  of  Scattered  Sections 
Into  Suitable  Grazing  Units 

As  to  future  undertakings  of  great  importance,  special  attention  is  called  to  thf» 
urgent  necessity  of  consolidating  scattered  sections  of  state  lands  into  suitable 
grazing  units  through  exchange  with  the  United  States.  In  many  cases  it  is  too  ex- 
pensive to  fence  a  single  section  of  grazing  land  and  to  develop  a  water  supply.  It 
is  far  more  economical  to  fence  a  tract  containing  several  sections  and  to  develop 
a  water  supply  for  the  entire  tract.  A  suitable  unit  of  this  kind  will  be  far  morR 
useful  to  the  stockmen  than  scattered  sections,  and  it  will  be  easier  to  place  them 
under  lease.  It  is  therefore  the  ambition  of  this  department  to  consolidate  such 
scattered  sections  through  pxchange  with  tho  Federal  Government  under  the  Taylor 
Grazing  Act.  "Therever  feasible  these  ixnits  should  be  built  up  around  state  lands 
now  under  lease.  By  serving  its  lessees  the  state  will  be  serving  itself. 

In  order  to  make  it  possible  to  carry  out  these  exchanges  it  will  be  necessary  to  ob- 
tain a  substantial  appropriation  for  field  work. 

The  Obligations  of  the  State  in  the  Administration 
of  Federal  Land  Grants  Not  \7ell  Understood 

Upon  the  admission  of  the  State  of  Montana  into  the  Union,  the  Federal  Government 
granted  to  the  state  a  total  of  nearly  six  million  acres  for  the  support  and  main- 
tenance of  its  public  schools  and  various  state  institutions.  The  lands  were  granted 
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solely  for  the  support  and  maintenance  of  these  schools  and  institutions,  and  not  for 
any  other  purpose.  The  proceeds  from  the  sale  of  these  lands  are  to  constitute  per- 
manent funds;  only  the  income  from  these  permanent  funds  can  be  used  for  the  support 
and  maintenance  of  these  schools  and  institutions.  The  underlying  idea  is  that  the 
funds   shall  remain  undiminished  and  continue  to  produce  revenues  for  the  schools  and 
state  institutions  as  long  as  the  state  continues  to  function. 

The  erroneous  idea  is  altogether  too  prevalent  throxighout  the  state  that  these  vast 
land  grants  and  the  funds  arising  therefrom  are  the  outright  property  of  the  state, 
and  that  the  state  has  the  right  and  authority  to  use  these  lands  and  fui-ds  in  a  lav- 
ish way  for  any  good  and  worthy  cause  whatsoever  as  the  officers  of  the  state  may  see 
fit  and  the  individual  may  desire.  This  idea  is  entirely  erroneous  and  badly  mislead- 
ing. The  Supreme  Court  of  this  state  has  uniformly  and  repeatedly  told  us  that  these 
land  grants  and  the  funds  arising  therefrom  constitute  a  trust,  and  that  it  is  the 
duty  of  the  State  Board  of  Land  Commissioners,  and  all  agencies  concerned,  to  manage 
this  property  in  such  manner  as  to  secure  the  largest  measure  of  legitimate  advantage 
to  th«  beneficiaries  of  this  trust.  Section  1  of  Article  17  of  the  State  Constitu- 
tion specifically  provides  that  no  interest  or  estate  in  state  land  shall  ever  be 
disposed  of  at  less  than  the  full  market  value.  In  other  words,  thp  stat«  does  not 
have  the  right  to  be  generous  in  th"  disposition  of  any  interest  in  state  lands,  no 
matter  how  good  and  worthy  the  cause  or  thp  undertaking  may  te  for  which  the  land  is 
wanted.  This  rule  applies  to  every  transaction  in  which  statp  lands  are  concerned  - 
to  the  leasing  of  state  lands  for  agricultural  and  grazing  purposes,  to  the  leasing 
for  the  production  of  coal,  oil  and  gas  and  the  extraction  of  other  minerals,  to  the 
granting  of  easements  for  public  highways,  reservoirs  and  parks,  and  for  any  other 
purpose;   the  rule  also  applies  to  the  sale  of  state  lands  and  to  the  investment  of 
the  funds.  The  land  grants  were  made  for  this  one  single  purpose  of  obtaining  reve- 
nues for  our  public  schools  and  other  state  institutions. 

An  Appeal  for  Fuller  Cooperation 
in  the  Administration  of  the 
Federal  Land  Grants 

Through  the  many  years  that  I  have  served  as  Secretary  to  the  State  Board  of  Land 
Commissioners,  the  board  as  a  whole  and  its  individual  members  have  consistently  and 
faithfully  endeavored  to  discharge  their  duties  in  the  administration  of  this  vast 
heritage  in  full  accordance  with  the  purposes  for  which  the  lands  were  granted  to  the 
state;  but  the  power  of  the  board  is  limited  by  statutes;  and  thousands  of  citizens 
and  numerous  agencies  throu^nut -ftie  state  endeavor  to  exert  a  very  considerable  influ- 
ence on  the  administration  of  state  lands.  As  already  explained  there  is  a  wide- 
spread misunderstanding  prevalent  as  to  the  purpose  of  these  grants  and  the  state's 
obligation  in  their  administration.  The  misunderstanding  is  far-reaching  that  this  is 
common  property,  and  the  sentiment  is  altogether  too  prevalent  that  the  state  should 
not  be  niggardly  in  the  disposition  of  this  common  property.  The  resulting  influence 
is  as  constant  as  gravitation. 

For  the  common  good,  I  appeal  to  all  public  spirited  citizens  of  the  stat<?,  to  the 
school  boards,  and  to  all  officers  and  agencies  of  the  government  of  the  state  con- 
cerned with  this  sacred  trust,  to  cooperate  in  the  fullest  measure  toward  its  proper 
administration  so  that  it  may  contribute  its  reasonable  share  toward  the  support  of 
the  schools  of  the  state  and  thereby  lighten  the  tax  burden  resting  upon  the  people. 

Aside  from  their  direct  value  in  dollars  and  cents,  these  grants  have  a  higher  signif- 
icance. The  Federal  Land  Grants  had  their  origin  in  the  lofty  ideals  and  noble  pur- 
poses of  the  Fathers  of  the  Republic.  They  established  a  government  in  which  each 
individual  citizen  should  have  the  fullest  attainable  share;  and  they  realized  that 
in  order  to  bring  this  about  the  individual  citizen  would  have  to  be  enlightened. 
They  founded  the  Republic  on  the  intelligence  of  all  its  people;  and  so  they  encour- 
aged the  establishment  of  free  public  schools  and  set  aside  vast  bodies  of  land  for 
their  perpetual  maintenance.  We  are  trustees  for  their  lofty  ideals. 

Respectfully  submitted, 

I.  M.  BRAND JORD,  CO^MrSSIONER. 
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Table  No.  XI  shows  that  there  has  been  an  encouraging  growth  of  nearly  two  and  one- 
half  million  dollars  In  the  total  permanent  assets  during  the  last  nine  years.  It 
also  shows  that  there  have  not  been  any  violent  fluctuations  in  the  figures  repre- 
senting the  permanent  assets.  Approximately  seventy  per  centum  of  the  total  per- 
manent assets  is  represented  by  unsold  lands;  and  as  these  lands  have  been  carried 
at  the  unifonn  average  price  of  $10.00  per  acre  from  year  to  year,  this  has  tended 
toward  a  somewhat  constant  total. 

The  sale  of  state  lands  at  a  higher  price  than  $10.00  per  acre  will  result  in  a  net 
increase  in  the  total  assets  as  carried  on  our  records. 

The  receipts  from  timber  sales  and  from  oil,  gas  and  coal  royalties  are  constantly 
added  to  the  permanent  funds  of  the  institutions  to  which  the  lands  belong,  with- 
out a  corresponding  deduction  from  the  value  of  the  lands  from  which  they  are  tak- 
en; the  lands  are  still  carried  at  $10.00  per  aero.  These  items  are  a  constant 
source  of  increase  in  the  funds.  During  tho  last  fiscal  year  $3,099.24  in  oil 
royalties  were  received  for  the  Capital  Building  Grant,  but  in  the  case  of  this 
grant  all  receipts  are  expended.  No  permanent  fund  is  created.  No  oil  in  commer- 
cial quantities  has  been  discovered  outside  of  lands  belonging  to  the  public 
schools  except  the  small  quantity  found  in  lands  belonging  to  the  Capital  Building 
Grant.  If  oil  in  commercial  quantities  is  discovered  in  any  other  lands,  the  in- 
stitutions and  funds  to  which  they  belong  will  receive  tho  full  benefit.  See 
Tables  Nos.  II,  VI  and  X  for  detailed  information  on  receipts  from  these  various 
sources. 

Two  entirely  new  funds  not  arising  from  federal  land  grants  have  been  accumulated 
since  1929,  namely  the  Veterans'  Memorial  Fund  and  the  Montana  Trust  and  Legacy 
Fund.  On  June  30,  1936,  they  accounted  for  more  than  $224,000.00  of  the  permanent 
assets.  See  Table  No.  VIII. 

SPECIAL  SOURCE  OF  INCREASE  FOR  THE 
PUBLIC  SCHOOL  PERMANMT  FUND 

An  amendment  to  Section  5  of  Article  XI  of  the  State  Constitution,  of  which  amend- 
ment the  present  commissioner  is  the  author,  is  a  source  of  substantial  additions 
to  the  Public  School  Permanent  Fund.  This  amendment  was  passed  by  the  State  Legis- 
lature in  1919  (House  Bill  No..  182),  approved  by  the  vote  of  the  people  at  the  e- 
lection  in  November,  1920,  and  became  offective  as  part  of  the  constitution  under 
the  Governor's  proclamation  of  December  6,  1920.  This  amendment  provides  among 
other  things  that  five  per  centum  of  the  total  income  for  the  public  school  funds 
shall  annually  be  added  to  the  permanent  fund  itself  and  "become  and  forever  remain 
an  inseparable  and  inviolable  part  thereof". 

The  additions  that  have  been  made  to  the  Public  School  Permanent  Fund  under  this 
amendment  are  as  follows: 


March  1921  . 
March  1922  . 
March  1925  . 
March  1924  . 
March  1925  , 
March  1926  . 
February  1927 
February  1928 
April  1929  * 
March  1930  , 
April  1931  , 
April  1932  . 
March  1933  . 
February  1934 
January  1935 
January  1936 
TOTAL  .  . 


7, 
41, 
49, 
46, 
43, 
53, 
56, 
61, 
67, 

71. 
57, 
43, 
37, 
41, 
52, 
52, 


442^22 
253.83 
314.52 
967*18 
063.93 
275.11 
259.05 
695.53 
045.19 
548.68 
192.39 
934.69 
206.68 
652.83 
285.69 
909.23 


$794,826.75 


As  this  addition  is  a  certain  percentage  of  the  total  income  per  year,  the  annual 
addition  will  increase  as  the  income  itself  increases.  It  will  thus  be  seen  that 
it  is  an  important  source  in  the  perpetual  growth  of  the  Public  School  Permanent 
Fund. 


Before  this  amendment  to  the  constitution  was  adopted,  all  interest  on  school  funds 
deposited  in  banks  went  into  the  State  General  Fund.  Table  No.  IX  indicates  that 
the  interest  on  these  deposits  amounted  to  very  substantial  simis. 

Before  this  amendment  became  effective  all  the  operating  expenses  of  the  State  Land 
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Department  were  paid  from  the  income*  Under  the  specific  terms  of  this  amendment 
no  part  of  the  income  can  be  used  for  operating  expenses.  This  has  naturally  re- 
sulted in  substantial  increases  of  income  for  the  schools  and  educational  institu- 
tions of  the  state  realized  through  this  department* 

The  provision  for  adding  5?5  of  the  annual  income  to  the  Public  School  Permanent 
Fund  is  reflected  in  the  amendment  to  the  Enabling  Act  approved  by  the  President 
on  May  7,  1932,  (47  Stat.  150).  The  language  used  is  as  follows:  "Any  State  may, 
howevor,  in  its  discretion,  add  a  portion  of  the  annual  income  to  the  peimanent 
funds." 
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THE  VAHIOUS  CLASSES  OF  PERMAJIEMT  ASSETS  -  EXAMINATION  OF  VAIJJES. 

(Total  of  all  Assets  June  30,  1936,  $70, 707, 342 #57.  See  Table 
No.  VIII  and  Table  No.  XI.) 

1.  Unsold  Lands  -  $49,621,636.10 

Up  to  May  7,  1932,  the  minimum  sales  price  on  state  lands  under  the  Enabling  Act 
was  *10.00  per  acre.  On  that  date  the  President  of  the  United  States  signed  an 
act  of  Congress  fixing  the  price  of  $5.00  per  acre  as  the  minimvmi  sales  price  on 
lands  principally  valuable  for  grazing  purposes,  as  already  told  in  this  report. 
(47  Stat.  150.)  The  minimum  sales  price  on  agricultural  lands  was  retained  at  the 
original  figure  of  $10.00  per  acre.  Notwithstanding  this  change  in  the  Enabling 
Act,  we  have  continued  to  carry  the  staters  unsold  lands  at  the  average  price  of 
$10.00  per  acre.  As  these  lands  at  the  present  time  constitute  approximately 
seventy  per  centum  of  the  total  permanent  assets,  it  is  of  special  interest  to  en- 
deavor to  ascertain  if  they  are  really  worth  this  average  price  of  $10.00  per  acre. 

The  average  sales  price  on  all  state  lands  so  far  sold  is  approximately  $15.46  per 
acre;  but  no  doubt  the  more  valuable  lands  were  sold  first.  The  change  in  the 
Enabling  Act  permitting  grazing  lands  to  be  sold  at  $5.00  per  acre  mil  no  doubt 
result  in  the  sale  of  considerable  areas  of  this  olasa  of  land  at  this  price  and 
this  will  bring  down  the  average. 

The  proceeds  from  timber  sales  and  the  royalties  on  coal,  oil  and  gas  and  on  other 
minerals  will  to  some  extent  offset  the  decreased  average  price  on  agricultural 
and  grazing  lands  which  may  be  expected  in  the  future. 

The  fact  that  state  lands  are  not  subject  to  taxation  add  very  materially  to  the 
sales  price  that  may  be  obtained  and  to  their  actual  value.  It  is  likely  to  take 
more  than  a  hundred  years  before  all  of  these  lands  are  sold,  and  no  one  is  wise 
enough  to  forecast  the  developnents  in  agriculture,  industry  and  finance  that  will 
take  place  during  this  long  period.  The  sales  price  of  land  will  naturally  vary 
with  these  developments.  The  average  price  of  $10.00  per  acre  is  a  very  convenient 
figure,  and  no  sufficient  reason  appears  for  making  a  change  at  the  present  time. 

For  detailed  information  in  regard  to  the  distribution  of  the  unsold  lands  through- 
out the  fifty-six  counties  of  the  state,  please  turn  to  Table  XII. 

2.  Deferred  Payments  on  Land  Sales 
(Certificates  of  Purchase) 
(§3,074.115,25) 

This  class  of  assets  is  carried  at  the  exact  amount  remaining  unpaid  on  the  sales 
contracts,  or  certificates  of  purchase  as  they  are  usually  called,  not  considering 
accrued  interest.  Our  State  lands  have  at  all  times  been  sold  on  some  kind  of  a 
deferred  payment  plan,  except  in  the  few  cases  where  the  purchaser  has  made  full 
payment  at  the  time  of  sale.  Under  present  statutes,  the  purchaser  is  only  re- 
quired to  pay  about  ten  per  centum  at  the  time  of  sale.  The  balance  of  the  pur- 
chase price  draws  interest  at  the  rate  of  five  per  centum  per  annum  and  is  payable 
on  the  amortization  plan  through  a  period  of  thirty-three  years. 

The  annual  interest  added  to  the  annual  installment  on  principal  comes  to  six  and 
one-quarter  per  centian  of  the  sales  price  after  deducting  the  payment  made  at  the 
time  of  sale.  This  will  pay  the  entire  purchase  price  during  the  thirty-three  year 
period.  The  deferred  payment  plan  results  in  a  far  greater  number  of  sales,  but 
it  also  results  in  default  in  payments  in  a  great  number  of  cases  bringing  about 
cancellation  of  the  contracts.  However,  the  present  amortization  plan  of  payment 
is  very  helpful  to  the  purchaser  and  considered  in  all  its  bearings  it  is  not  far 
from  ideal.  It  would  probably  bo  hotter  to  have  the  payments  made  semi-annually. 

On  account  of  the  continuation  of  the  drought  and  the  resulting  deplorable  condi- 
tions in  agriculture  and  the  livestock  business,  a  great  number  of  purchase  con- 
tracts have  been  cancelled.  Us\ially  the  purchasers  have  surrendered  their  con- 
tracts for  cancellation  and  have  taken  the  land  under  lease.  The  following  tabu- 
lations give  full  information  in  regard  to  the  cancellation  of  certificates  during 
the  two  year  period  covered  by  this  report i 

CERTIFICATES  OF  PURCHASE  CANCELLED 
July  1,  1934,  to  June  30,  1935 

Kind  of  Certificate 


20  Year  Certificates 

Converted  Amortization 
Certificates 

New  33  year  Amortization 
Certificates 

Totals 


Number 

Acreage 

Balance  of 

Principal  Unpaid 

4 

758.00 

$3,292.00 

96 

1€»030,02 

158,221.19 

34 

5,782.31 

72,754.45 

134 

22,570,33 

$234,267.64 
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Balance  of 

Number 

Acreage 

Principal  Unpaid 

4 

244.69 

$1,608.98 

42 

9,829.66 

88,980.42 

28 

5,339.76 

71,201.83 

74 

15,414.11 

$161,791.23 

Balance  of 

Nuidber 

Acreage 

Principal  Unpaid 

8 

1,002.69 

§4,900.98 

138 

25,859.68 

247,201.61 

62 

11,122.07 

143,956.28 

208 

37,984.44 

§396,058.87 

234 

The  final  approval  of  the  cancellation  of  these  certificates  was  given  by  the 
State  Board  of  Land  Gonmiiasi oners  on  December  19,  1934,  page  1114  of  proceedings 
and  on  December  28,  1935,  page  1208  of  proceedings. 

CERTIFECATES  OF  PURC?iASE  CANCELLED 
July  1,  1935,  to  June  30,  1936 

Kind  of  Certificate 

20  Year  Certificates 

Converted  Amortization 

Certificates 

New  33  Year  Amortization 

Certificates 

Totals 

The  final  approval  of  the  cancellation  of  these  certificates  was  given  by  the 
State  Board  of  Land  Commissioners  on  December  28,  1935,  page  1208  of  proceedings, 
and  on  August  4,  1936,  page  1290  of  proceedings. 

CONSOLIDATED  STATEMENT  OF  CERTIFICATES  CANCELLED  FOR  THE 

TWO  YEAR  PERIOD 

Kind  of  Certificate 

20  Year  Certificates 

Converted  Amortization 

Certificates 

New  33  Year  Amortization 

Certificates 

Totals 

3.  Farm  Mortgage  Loans 
($4,191,352.33) 

During  the  years  1917  to  1924,  both  inclusive,  the  State  Board  of  Land  Commission- 
ers made  a  total  of  2,363  farm  mortgage  loans  from  the  Public  School  Permanent 
Fund  in  the  aggregate  amount  of  $4,  648,  750-,00 .  The  loans  were  made  in  accordance 
with  statutes  then  in  full  force  and  effect,  drew  interest  at  the  rate  of  6%   per 
annum,  and  were  to  be  repaid  in  full  in  not  to  exceed  ten  years  from  the  dates 
that  they  were  made.  Not  one  single  loan  has  been  made  since  December  1924.  On 
June  30,  1936,  long  after  all  of  these  farm  loans  should  have  been  repaid  in  full, 
more  than  $4,191,000.00  of  this  investment  remained  unpaid;  and  this  did  not  in- 
cludf?  the  huge  amounts  of  accrued  and  delinquent  interest.  This  alone  is  a  mel- 
ancholy commentary  on  the  unexpected  and  unforeseen  results  of  this  business  ven- 
ture* 

A  plan  for  the  repayment  of  the  money  invested  in  these  loans  to  thft  Public  School 
Permanent  Fund  was  suggested  in  the  reports  of  this  department  for  the  years  1928, 
1930,  1932  and  1Q34.  The  Public  School  Permanent  Fund  from  which  all  of  these 
loans  were  made  is  guaranteed  by  Section  3  of  Article  XI  of  the  State  Constitution 
against  "loss  or  diversion".  The  plan  suggested  endeavored  to  make  this  guarantee 
a  reality.  In  1935  the  Legislative  Assembly  enacted  Chapter  127  in  substantial 
accord  with  these  recommendations.  Under  this  legislation  the  state  recognizes 
its  liability  for  preserving  the  public  school  fund  inviolate  and  promises  to  re- 
pay the  full  amount  with  interest. 

Substantial  losses  will  be  sustained  on  these  investments  by  the  state,  but  under 
this  legislation  the  Public  School  Permanent  Fund  will  eventually  be  repaid  in 
full.  We  are  therefore  justified  in  carrying  this  huge  investment  at  its  full 
face  value. 

For  full  information  in  regard  to  the  status  of  these  loans  see  Table  No.  XIII  and 
the  notes  following. 

4.  Bonds 

Federal  Land  Bank  Bonds  ..•....**..'.....>..$  1,591,000.00 

State  Bonds ,...,. 3,984,972.00 

County,  City,  Town  and  School  District  Bonds  .........   7,828,  664.59 

Total $13,404,636.59 

Federal  Land  Bank  bonds  are  not  direct  obligations  of  the  government  of  the  Itaited 
States,  but  the  government  is  very  closely  connected  with  the  Federal  LaJid  Banks 
in  various  ways.  On  February  29,  1936,  the  combined  capital  stock  of  all  the 
twelve  Federal  Land  Banks  was  given  as  $235,639,087.50  of  which  the  United  States 
government  had  subscribed  slightly  over  one-half  or  $121,912,630.00.  In  March 
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1936,  various  agencies  of  the  government  of  the  United  States  had  invested  trust 
funds  and  other  funds  under  their  control  aggregating  more  than  ^157,000,000.00 
in  Federal  Land  Bank  bonds.  In  addition  to  this  more  than  $23,000,000.00  in  Fed- 
oral  Leind  Bank  bonds  were  deposited  with  the  Treasury  Department  as  security  for 
Postal  Savings  Daposits. 

It  appears  therefore  that  Federal  Land  Bank  bonds  are  just  about  as  safe  as  the 
government  of  the  United  States. 

State  bonds,  in  which  this  department  has  invested  nearly  $4,000,000*00,  will  be 
discussed  at  length  below  under  the  heading  "Additional  Information  in  Regard  to 
State  Bonds  Held  by  This  Department". 

The  county,  «ity,  town  and  school  district  bonds  aggregating  |7, 828, 664.59  consist 
of  thousaiids  of  separate  bonds  issued  during  the  last  20  years  and  draw  interest 
at  from  3^  to  6^  per  annum,  payable  semi-annually.  All  of  these  bonds  issued 
subsequent  to  February  28,  1923,  are  payable  on  the  amortization  plan  or  serially, 
and  this  circumstanco  vastly  improves  the  safety  of  the  investment.  Considering 
the  huge  amounts  invested,  the  total  of  all  delinquencies  on  July  1,  1936,  was 
negligible. 

5.  Cash  Balances 
($415,502,30) 

The  cash  balances  in  the  various  permanent  funds  aggregating  $415,602.30  are  in 
the  custody  of  the  State  Treasurer  and  are  deposited  in  the  various  depositories 
designated  for  the  deposit  of  other  state  funds.  These  permanent  funds  so  de- 
posited are  protected  against  loss  through  surety  company  bonds  or  by  the  deposit 
with  the  State  Treasurer  of  various  securities  prescribed  by  law  in  the  same  man- 
ner and  to  the  same  extent  as  other  funds  in  his  custody. 

All  cash  balances  belonging  to  the  various  income  funds  ore  likewise  in  the  cus- 
tody of  tho  State  Treasurer  and  enjoy  the  same  protection  against  loss  as  the 
permanent  fxmds. 

Additional  Information  In  Regard  to  State  Bonds  Hold 

by  This  DepartAient 

On  account  of  the  largo  investments  made  by  this  department  in  various  kinds  of 
bonds  issued  by  the  State  of  Montana,  it  appeal's  approprint»  to  give  some  addi- 
tional information  in  regard  to  these  bonds  lowing  when  and  for  what  purposes 
they  werp!  issued,  the  rate  of  interest  they  bear,  the  time  when  they  become  due, 
the  provisions  made  for  their  repayment,  and  so  forth.  For  the  sake  of  greater 
clarity,  these  bonds  will  be  discussed  in  the  order  in  which  they  were  is3ued  as 
follows:  (a)  Capitol  Building  Bonds,  (b)  Educational  Bonds  and  (c)  JMnding 
Bond  s . 

(A)   CAPITOL  BUILDING  BOIDS  HELD  BY  THIS  DEPARTMENT  ON  JUNE  30,  1936 


Total  Bal- 

ance of 

Held  by  What  Fund 

Date  of 

When  Inter- 

Series 

Amount 

Each  Issue 

or  Institution 

Issue 

Due 

est 

2nd  Issue 

$35,000.00 

Public  School 

Pemmnent  Rind 

5-1-09 

5-1-39 

5% 

II    It 

53,000.00 

State  University 

II 

II 

5fo 

t»    If 

166,000.00 

Agricultural  College 

Morrill  Grant 

It 

IT 

5% 

It    II 

90,000.00 

School  of  Mines 

H 

tl 

5% 

»f    ft 

39,000.00 

State  Normal  Schools 

n 

n 

5% 

ti    It 

35,000,00 

$418,000.00 

Deaf  eind  Dumb  Asylum 

It 

n 

5% 

3rd  Issue 

7,000.00 

State  University 

10-1-11 

10-1-41 

5% 

If    If 

88,000,00 

Agricultural  College 

Morrill  Grant 

n 

•> 

^ 

n     It 

5,000,00 

100,000.00 

School  of  Mines 

n 

n 

5% 

Cap. Annex 

50^000.00 

Public  School 

Permanent  Fund 

5-1-19 

5-1-49 

595 

5th  Issue 

8,177.00 

Public  School 

Permanent  Fund 

4-1-25 

4-1-40 

4^ 

Total  Unpaid  Balances 

On  June  30 

,  1936 

fp576,177.00 
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Series 


Furposa 


REX3APITULA.TI0N 

Date  of 
Issue 


1st  Issue  Erection  of  Original  Capitol   7-1-98 

2nd  Issue  Building  of  Two  Wings         5-1-09 

3rd  Issue  Completion  of  Wings  10-1-11 

Cap.  Annex  Board  of  Health  Building      5-1-19 

5th  Issue  Building  of  Vault 4-1-25 


Total  Amount 
Of  Issue 

$350,000.00 

500,000.00 

150,000.00 

50,000.00 

25, 000  .00 


25. 

Amount 
Now  Unpaid 

None 

f 418, 000 .00 

100,000,00 

50,000,00 

8,177,00 


Totals 


§1,075,000.00   $576,177.00 


All  outstanding  Capitol  Building  Bonds  amoionting  to  $576|  177.00  are  held  by  this 
department . 

Payments  on  interest  and  principal  are  made  exclusively  from  the  proceeds  of  the 
Land  Grant  for  buildings  at  the  State  Capital.  These  bonds  are  not  a  direct  ob- 
ligation of  the  State;  but  under  the  various  acts  authorizing  their  issue  they 
constitute  liens  on  all  proceeds  from  the  sale  and  other  disposition  of  the  lands 
granted  by  the  Enabling  Act  for  the  erection  of  buildings  at  the  Capital  of  the 
State  originally  aggregating  182,000  acres.  The  total  value  of  the  Capitol  Build- 
ing grant  at  the  present  time  is  carried  on  our  records  at  $1,360,657.68,  as 
shown  by  Table  No.  VIII .  But  these  assets  can  be  converted  into  cash  only  as  de- 
mand arises  for  the  purtiBse  of  the  land  or  its  timber  and.   other  resources. 

The  foregoing  summary  shows  that  the  first  Capitol  Building  Bonds  were  issued 
thirty-eight  years  ago,  and  that  the  total  amount  of  all  Capitol  Building  Bonds 
issued  is  $1,075,000.00;  that  of  this  amount  only  $498,823.00  on  the  principal 
has  been  repaid  during  the  thirty-eight  year  period,  and  that  $576,177.00  remains 
unpaid. 

The  entire  balance  of  the  second  issue  in  the  sum  of  $418,000.00  becomes  due  on 
May  1,  1939, 

During  the  last  nine  years,  the  total  receipts  from  the  land  grants  has  averaged 
less  than  $32,000.00  per  annum,  and  the  total  annual  interest  requirements  on  the 
balance  now  unpaid  is  nearly  $29,000.00.  Last  fiscal  year  the  total  receipts  were 
just  about  $30,000.00. 

It  appears  from  these  figures  that  it  would  require  a  dreary  span  of  time  to  repay 
these  bonds  from  the  proceeds  arising  from  the  Capitol  Building  Land  Grants.  It 
is  likely  that  already  nearly  $1,000,000,00  has  been  paid  as  interest  on  these 
bonds,  and  so  long  as  any  part  of  these  bonds  remains  unpaid,  interest  will  accrue 
and  must  be  paid.  It  is  a  lamentable  error  to  assume  that  anything  can  be  saved 
by  extending  a  bond  issue  over  a  long  series  of  years. 

It  would  appear  to  be  sound  financial  policy  for  the  Legislative  Assembly  to  pro- 
vide for  the  refunding  of  these  bonds  making  thean  payable  on  the  amortization  plan 
through  a  fixed  number  of  years  and  appropriating  funds  for  their  payment  in  addi- 
tion to  the  proceeds  from  the  Capitol  Building  Land  Grants.  This  plan  will  also 
have  the  advantage  of  insuring  the  repayment  of  the  money  borrowed  from  the  trust 
funds  belonging  to  the  public  schools  and  other  institutions  of  the  State  within 
a  reasonable  and  definite  time* 

This  proposal  will  be  discussed  more  in  detail  under  the  heading  ••Now  Legislation 
Needed*' , 

HISTORY  OF  CAPITOL  BUILDING  BONDS 

The  first  Issue  of  Capitol  Building  Bonds  has  been  paid  in  full.  This  issue  was 
authorized  by  Senate  Bill  No.  72  onactod  into  law  by  tho  Legislative  Assembly  of 
1897,  approved  March  4,  1897,  and  issued  for  the  ••purpose  of  erecting  a  building 
to  be  known  as  the  State  Capitol  Building  to  be  located  in  the  City  of  Helena". 
The  total  amount  of  the  issue  was  $350,000.00,  consisting  of  three  hundred  and 
fifty  bonds  of  $1,000.00  each,  dated  July  1,  1898,  due  in  thirty  years,  redeemable 
in  fifteen  years  and  drawing  interest  at  the  rate  of  six  per  centum  per  annum,  pay- 
able sani-annually. 

The  report  of  the  Capitol  Commission  shows  that  great  difficulties  were  encountered 
in  attempting  to  sell  this  bond  issue,  but  the  entire  issue  of  f.350, 000.00  was 
finally  sold  to  Thomas  Cruse  of  Helena,  at  full  face  value,  which  was  paid  in  cash. 
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The  cancelled  bonds  in  the  office  of  the  State  Auditor  show  that  a  considerable 
block  of  the  bonds  were  paid  long  before  the  final  due  date. 

The  Second  Issue  of  Capitol  Building  Bonds  was  authorized  by  Chapter  63  of  the 
Laws  of  1909,  Section  5554  to  5570  of  the  Revised  Codes  of  1921,  and  the  purpose 
of  the  issue  was  to  obtain  funds  for  building  two  wings  on  the  Capitol  Building. 
The  total  issue  was  $500,000*00,  consisting  of  five  hundred  bonds  of  $1,000.00 
each,  dated  May  1,  1909,  due  in  thirty  years,  redeemable  in  fifteen  years  and 
drawing  interest  at  the  rate  of  five  per  centum  per  annum,  payable  semi-annually. 

The  Third  Issue  of  Capitol  Building  Bonds  was  authorized  by  Chapter  2  of  the  Laws 
of  the  Extra  Session  of  1909  approved  December  30,  1909,  and  the  purpose  of  the 
issue  was  to  obtain  additional  funds  for  completing  the  two  wings  on  the  Capitol 
Building.  The  total  issue  was  $150,000,00,  consisting  of  one  hundred  and  fifty 
bonds  of  $1,000.00  each,  dated  October  1,  1911,  due  in  thirty  years,  redeemable  in 
fifteen  years  and  drawing  interest  at  the  rate  of  five  per  centum  per  annum,  pay- 
able semi-annually. 

The  said  Chapter  2  of  the  Laws  of  1909  does  not  appear  to  be  incorporated  in  the 
Revised  Codes  of  1921,  but  a  specific  reference  to  the  act  is  made  in  Section  5570 
of  the  said  codes. 

The  Capitol  Annex  issue  was  authorized  by  Chapter  194  of  the  laws  of  1919,  Section 
5590  to  5605,  and  the  purpose  of  the  issue  was  to  obtain  funds  for  "erecting  an 
annex  to  the  State  Capitol  Building  on  the  State  Capitol  grounds  ...«•••<« 
for  use  as  a  laboratory  and  office  for  the  State  Board  of  Health".  The  total  is- 
sue was  $50,000.00,  consisting  of  fifty  bonds  of  $1,000.00  each,  dated  May  1,  1919, 
due  in  thirty  years,  redeemable  in  fifteen  years  and  drawing  interest  at  the  rate 
of  five  per  centum  per  annum,  payable  semi-annually. 

The  Fifth  Issu«  (vault  bonds)  was  authorized  by  Chapter  26  of  the  Laws  of  1925, 
to  obtain  funds  "for  the  purpose  of  constructing  a  permanent  fire-proof  and  burg- 
lar proof  vault  for  use  in  connection  with  the  office  of  the  state  treasurer". 
The  total  issue  was  $25,000.00,  consisting  of  twenty-five  bonds  of  $1,000.00  each, 
dated  April  1,  1925,  drawing  interest  at  the  rate  cf  four  per  centum  per  annum, 
both  principal  and  interest  to  te  payable  semi-annually  on  the  amortization  plan 
through  a  period  of  fifteen  years  from  the  date  of  issue. 

In  addition  to  the  foregoing  bond  issues,  somp  appropriations  from  the  State  Gen- 
eral Fund  have  also  been  made  for  the  erection  of  the  State  Capitol,  for  ingjrove- 
ment  of  the  grounds  and  for  equipment.  Through  House  Bill  No.  174  enacted  into 
law  by  the  Legislative  Assembly  of  1901,  a  total  of  $119,165.26  was  appropriated 
for  the  Capitol  Building  and  grounds  and  $60,000.00  for  equipment.  There  may  have 
been  other  appropriations  from  the  General  Fund. 

House  Bill  No.  71  of  the  Extraordinary  Session  of  the  Legislative  Assembly  of 
1933-1934  appropriated  $55,147,00  "for  the  purpose  of  purchasing  equipment,  materi- 
als and  supplies  to  be  used  In  connection  with  the  work  of  the  Montana  Civil  Works 
Board,  created  by  authority  of  the  United  States  Government,  in  the  repair  and 
alteration  of  the  State  Capitol  Buildings  and  Grounds,  and  for  the  purpose  of  pay- 
ing architects  fees  in  connection  therewith". 


(B)   STATE  EDUCATIONAL  B0ND£ 


Held  by  What  Fund 
or  Institution 

Public  School  Permanent 


State  University 
Agricultural  College 

Morrill 
Agricultural  College 

Morrill 

School  of  Mines 
State  Normal  Schools 
State  Reform  School 
State  Reform  School 


Date  of 

When 

Inter- 

Amount      Series 

Issue 
1-1-24 

Due 
1-1-44 

est 

$118,000.00  "G" 

4  3/49J 

50,000.00  "H" 

7-1-25 

7-1-45 

4^ 

36,395.00   "K" 

7-1-26 

7-1-46 

4?6 

10,000.00   "L" 

7-1-26 

7-1-46 

495 

20,000.00  "G" 

1-1-24 

1-1-44 

4  3/4^ 

10,000.00  "G" 

45,000.00  "M" 

20,000.00  "G" 

20,000.00  "G" 

3,300.00  "N" 

2, 100.00  "0" 


1-1-24 

1-1-27 
1-1-24 

1-1-24 
1-1-28 
1-1-28 


1-1-44 

1-1-47 
1-1-44 
1-1-44 
1-1-48 
1-1-48 


4  3/4^ 


3/49S 
3/4?g 
3/4^ 

1/2^ 

1/2?; 


TOTAL 


$3M,  795,00 


Through  Initiative  Measure  No.  19  enacted  into  law  at  the  general  election  held 
November  2,  1920,  the  people  of  this  state  authorized  the  issue  of  bonds  in  the 
total  sum  of  $5,000,000.00  in  excess  of  the  constitutional  limitation  of  indebted- 
ness and  in  addition  to  the  bonds  then  outstanding,  the  money  derived  from  the 


■ti\iifi- 


^ 


^'^*:* 


■--v^j^».V.- 


"JO 


*•»»»» 


■•.;'l  ^S 


.4  - .  .-,  .-?  r.     .  . 


i^^oi'i'i.. 


...  ,Vit-.  /-,  1 


:7*r  ^7' 0  «<•«!:''■ 


•    .■'.  ,1  /..■ 


:;ll-r.-n/  .-y 


-^"-~— ■•r— -■  .. 

'■'**""■"•""■•• 

'*' 

„,»^^.,.. 

♦»■>,;  .■! 

•  It  rl! 

♦'.'"■!■-     ■ 

'1 

-.-.;, 

i>: 

,if 

^  . 

■     • 

rt>t  t**.r 

** 

>!i 

\    1 

r-r*:' 

'!■; 

";«     .' 

■:V  . 

; '  ■ 

- 

■!     , 

•to*..  !j*l|  mVc.  Itf    I    -I  iVl    |J  1     T-     *™-..— .■■' 


•»-;;;•.  ,..-!-,; 


y:^-  ji^:   '".^11 

v.  ,.r 


fT.::;.i:J^i"i;';a5'.IV0    :f'^i<:i- -'ZvftZj^il   :?,;=;.'■   ■- 


27 » 

bonds  "to  be  used  for  the  purpose  of  constructing,  repairing  emd  equipping  neces- 
sary buildings  at  the  several  education  institutions  of  the  State  of  Montana....". 
The  total  amount  authorized  was  issued  in  installments  through  a  period  of  about 
seven  years,  each  installment  falling  due  twenty  years  from  the  date  of  issue. 

Section  7  of  this  initiative  measure  provides  for  the  annual  levy  of  ten-twelfths 
of  one  mill  on  each  dollar  of  the  assessed  valuation  upon  all  property  in  the 
state  subject  to  taxation  for  the  payment  of  interest  and  principal  of  the  bonds 
as  the  same  become  due. 

Chapter  23  of  the  laws  of  1931  authorizes  the  State  Board  of  Examiners  to  issue 
and  sell  refunding  bonds  in  an  aggregate  amount  not  exceeding  §1,600,000.00  to  pay 
and  redeem  an  equal  amount  of  series  "A"  and  "B"  of  the  said  educational  bonds,  the 
purpose  being  to  obtain  a  lower  rate  of  interest. 

In  May,  1934,  the  State  Board  of  Examiners  commenced  proceedings  for  the  issue  and 
sale  of  refunding  bonds  authorized  by  the  said  Chapter  23  in  the  sum  of  $l,200,0CDIIi 
The  bonds  were  not  actually  issued  until  July  1,  1934,  and  the  interest  rate  ob- 
tained was  four  per  centum  per  annum. 

The  purchasers  of  the  refunding  bonds  maintained  that  the  said  tax  of  ten-twelfths 
of  one  mill  provided  for  the  payment  of  interest  and  principal  of  the  original 
bond  issue  was  intended  to  be  levied  and  calculated  on  the  full  assessed  valuation 
and  not  on  the  percentage  valuation  upon  which  other  taxes  are  computed.  The  re- 
funding bonds  were  to  be  paid  from  the  proceeds  of  this  levy  of  ten-twelfths  of 
one  mill  and  the  successful  bidders  for  the  refunding  bonds  made  their  bid  con- 
tingent upon  a  decision  holding  that  this  tax  levy  applied  to  the  full  assessed 
valuation  and  not  to  the  percentage  valuation.  The  question  found  its  way  into 
the  Supreme  Court  through  the  case  of  State  ex  rel.  E.  S.  Judd,  Relator,  vs.  State 
Board  of  Examiners,  Respondents.  In  an  unanimous  opinion  handed  down  by  the  court 
on  May  18,  1934,  the  court  held  that  the  said  tax  of  ten-twelfths  of  one  mill  is 
to  be  levied  on  the  full  assessed  valviation  of  the  taxable  property  of  the  state. 
This  decision  will  have  the  effect  of  more  than  trebling  the  proceeds  from  this 
tax  and  should  have  the  effect  of  retiring  all  the  remaining  educational  bonds, 
including  the  refunding  bonds,  in  a  few  years. 

On  June  30,  1936,  the  unpaid  balances  of  these  bond  issues  were  as  follows: 

Balance  of  the  original  bonds  .  ...  .....  ^1,009,000.00 

Balance  of  refimding  bonds  issued  July  1,  1934   1,029,000.00 

Total 2,038,000.00 

This  department  holds  $334,795.00  of  the  original  issues  as  shown  in  the  foregoing 
table. 

It  appears  therefore  that  the  investments  of  this  department  in  the  educational 
bonds  of  the  State  of  Montana  are  highly  secure  both  with  regard  to  the  payment  of 
interest  and  the  repayment  of  principal. 

(C)   STATE  FUNDIiro  BONDS 
($3,074,000.00) 

Chapter  10  of  the  laws  of  the  regular  session  of  the  Legislative  Assembly  of  1933 
authorized  the  issuance  of  bonds  of  the  State  of  Montana  in  a  sum  not  exceeding 
$4,500,000.00  to  fund  the  indebtedness  of  the  state  represented  by  general  fund 
warrants.  The  total  amount  actually  issued  was  $4,237,000.00  drawing  interest  at 
the  rate  of  four  per  centum  per  annum,  payable  semi-ajinually,  and  the  bonds  them- 
selves are  payable  serially,  beginning  with  Jcinuary  1,  1936,  and  terminating  with 
January  1,  1953.  The  balance  unpaid  on  June  30,  1936,  was  $4,063,000.00. 

Section  3  of  the  said  Chapter  10  sets  aside  eind  appropriates  the  amount  of  all 
license  taxes  during  each  year  which  are  required  to  be  paid  into  the  general  fund, 
except  gasoline  taxes,  for  the  payment  of  interest  and  principal  on  these  bonds. 
If  these  license  taxes  are  more  than  sufficient,  the  balance  will  be  available  for 
other  purposes.  If  for  any  reason  these  license  taxes  should  at  any  time  be  in- 
sufficient to  meet  the  required  payments,  provision  is  made  for  the  levy  of  a  suf- 
ficient tax  upon  the  taxable  property  of  the  state,  which  tax  is  to  be  computed  on 
the  percentage  value  of  the  property. 

This  is  probably  the  first  bond  issue  by  the  State  of  Montana  that  is  payable 
strictly  on  the  serial  pl-m;  and  the  provisions  made  for  the  payment  of  interest 
and  principal  are  unquestionably  fully  adequate. 

At  a  meeting  held  on  May  3,  1933,  the  State  Board  of  Land  Conmis si oners  authorized 
the  exchange  of  $3,074,000.00  in  state  general  fund  warrants  then  held  as  an  in- 
vestment for  the  Public  School  Pennanent  Fund  for  the  same  amount  of  funding  bonds. 
In  view  of  the  ample  provisions  made  for  the  payment  of  interest  and  the  repayment 
of  the  principal  of  these  bonds,  this  investment  is  particularly  safe. 


•:h'.Ori.i?V  :.''.v^.»>i»£}i   ;SvV;;i:tei'  f  &  . 


!>■■—  y    "-.-.I 


;■■! .:   :■'  ,  l:1; 


•      1*  .1  :%  t . 


Ci'/rirf^'' 


28. 


to 

CO 

en 

H 


o 
CO 

i 


Hi 

•  c5 

o 

ad 

§s 

Eh   N 

9 


a 


CO 


Eh 


0} 
O    tiO 

r-l     "H 


g 


■p  R  o 

cd  o  o 

4^  Ih  ,cj 

CO  0)  O 


O  0) 

Q  -i-i    pl 
^   o  -^ 


.5^ 


OOCVJCQ  tDrH5i<WQtOCQCr>t>-U>tOir5  -iimOOXDCOOO  CMCOO^tOOOO'HuOO  C00Qtoo^c\3^j<a>O-<i<t0'<*C^ 

Hc^rtoiNa^tDS-^tOtONcninrH  tooin'*ti'cvj'«fintBmoNc-tDoc^Hi?5iHi-io"ooN-^Ntoc^ 
a>  tocp  CNioojo  tOQ'-HO'l'NrHLfi  c^tocOOTir3c^cr>op'<itt£)^cMint-irHLOrHinintNcotocr>Nt-otN'<* 

Cr>tD'^  iHincOCOOOCOOCOCJCarH'^  rHOCVjQtOevIC^lOCSINrHCQCCNa>CDOJCDCJC\JOa>tOtOCOaiCV10 

ooto  Tittoto  toojto  too^-^oio  ■<j<rHco<5NO'i'tDiHrHio^iscnocOmi?5intointooc^coc^to«i' 
aipjcO'i'QNC^m  toNoocut-c^ op iH ^ c^ cT> ifTrH  rn"©"© too'cjfio  lo  M  H o'«o wip*»o c-^oTco tO CD CS 

rH  CO  C^  N-^^^COtOCJCOtN      ir5TJ<COv!<tOrHTi<rHCOtO(Ji[SNCT>tD®lOC0  CMlovOCOtOt-lOCOiniONtOrH 
to       (H  i-l       CVliHN  iHrH       rH  H  iH  i-l  rH        H 


:3 

•  » 

•o 

•  o 

•  a» 

•co" 


•H  tONO> 
•COO'^iH 

•  .    •     •    « 

•CO  rH  CO  in 

•  ^  -^f  <7>  01 

•C\3rHr-IO 

•to       CVJ-H 


I-l 
to 

O 


a>  •• 

%  • 

o  • 

o  • 

o  • 

«^  » 

rH  • 


C\J 


INNCVJ 

C\3  00m 

gitD 

s 

•  •   ••  •• 

CN-Hin 

tOOQO 

«     *    . 

(MOH 


to 

O 

• 

•lO 

•     • 

•  ocn 

lO 
00 

•CO 

•  t> 

•  in 

.to  to 

•CO 


•O 
•O 

«     • 

•  O 

•  C\3 

•  to 


lONtO  ^tO 
nc^  to  CO  00 


CO 


0»  'O 

C\3  'O 

•  •    • 

■<4*  'O 

CV2  "^ 


*^  ••  •• 

•o  • 

•  •io  • 

•  •  too    " 

■    ••     ••      •• 

to   •    - 

•o  • 

O)    •     •- 

•    ^    • 

%     »      » 

•o  • 

►  .  t>-  -i*  • 

00    •    • 

:^: 

13,097.53:        9,663.32:     9,733.90:          5,381.67:      2,577,31:        20,23 

•                                                      •••                                                 • 

g:  : 

•  •  •< 

•  •  •( 

•  •  •< 

•  •  •  1 

•  •  • 
. .  • 
... 

•  •    ■■    *•     at    * 

•    •lO    ♦    > 

«   "O    •    ' 

«     •     •     «     1 

•    '00    •    • 

.     .C\}    .    . 

..»).•.. 

•     •      •*    •     ' 

•     •CO     •     • 

••   ••   ••   ••  • 

•  o  •  ■*  • 

•  in  • 

•  o   •  w  • 

•  lO    • 

•      •      •       •      « 

•  O    •  to    " 

•CN     • 

•  ?!  •  in  • 

•  in  • 

•  N    •  C>-    • 

•  cr>   • 

•     ..  •     «  • 

•    •»  • 

•  W     •  rH     < 

•CO    • 

•                      •                       1 

•                      •                       I 

•  ■      •*      «•       ■•      1 

•   •  •    •  •    •  • 

:8S 


■  o 

'O 

• 

'O 
■M 

'  LO 

•w 


•H 

I        « 

■C71 
'CO 

'in 


in  too  CM 

tooo  to 

»  »  .  . 

C>-00tOC^ 

jn  a>'«*in 

H  inrHrH 
00        rH 


•O 
•O 

•     . 

•  o 
•o 
•o 


CTiO 

o  o 

a 

O  CVJ 
r-Toj 


o  o 

»    • 
O  <0 

o  to 

O  CO 


CO 


o  to 

CM  to 


cnp  CO 

tOCM  - 
CM  CM 


to  CM  CD 


CO  rH  tj< 


to 


oo 
oo 

«     • 

o  o 

CM  ^f 
CO  o 


o  '-^O 

O  'OO 

.  «    .     • 

o  •po 

to  •  CM  CO 

CO  'CO  ^ 


O    •  00  o 


O  CM 

cn  to 

.  . 
ai  [N 
to  ^ 

rHin 


in  in 
to  a> 

•   • 

rH  CM 
rHOO 

COC> 


r-i  in 
•>*  H 
rH  CO 


•* 


o  tn 

to  CM 

ti*  O 

CM  to 


O  CO    " 

o  a>  < 

in 

• 

SS  : 

<j>  in   < 

c^ 

CO 
H 

CM 


OtO 

•    . 

OCM 
COC^ 
CO  CM 


to 


^CT>C0CDCJ>C^tDlOCr>  ^.HintD^CpCMtOCTiCOCDtOtOpCOinCMrH 

in  ti*  tj<  to  CO  CM  o  in  to  en  OtO  00  ^cococOrHooa>^coirtinc^ 


totpcMCMt}?g^tOT^rHt}< 


>rH coo  tocn in  ^tOvD 


o 
o 

• 

o 
to 


rH  to  rH  IN  CM  in  rH  CO  OHC-'*CMrH  in  COCOCnrHinc^cnOOO'-HCO^lOCr>C-tO-<i<inin'^CMtOCOtDr-int>-^ 

in  to  01  a>  to  <*'*  CM  in  o  in  o  CD  c^  CM  CO  o  rH  in  CO 'f^  03  IN  CO  to  "i*  CO  CO  coo  incn'<tinTi<«*(7icocQCT>cMto 
tooc^ rHinincococo toin^^ tDa>coiHrHtocM'<d< to inococoooc>-c-o  c^  ini?5totoc^cocDto3ococ^ 

<■*  ^-too"coa5'co  to  to  to  in  o~  in  rH-:!-' to  in  t^oDp^cT  to 

[CM  CDtOOCT*^  CO  00  m    to  to  CO  to  C^  to  to  in  i?5  rH  to  rH 


cocr>cT>a>iNCT>toin^  torHcocMincM  oo  rH  tj<  co  ct> 
in  CO  to  rH  CO  COP- CM  CM  CO  c>-       ~    '^    ■ 


CM 


CM  rH  CM 


in-<J<tN  CM  tOrH  tj'  r-i( 


a 

u ^ 

a)  tEd'd 


O  (E 


CO 


ca 


^  ^  .-  _ooco+^c<DO     ODx;(tJ-H.. 

>        -rl  Cd^ +>   O   ?-P-r(  03  f^rH   feO-P  rH*<  Ox) 

Cd    tlDC3  Of-tfHlDOOCtSlU'-H^lcarHjHOjrHvJ 

0)  vHrH  M(aaJa)^3sdcOfflc;mrHo3«flrHOM 


0 

■ri 

03 

O  CQ 
0] 

hxi 

4>  4-= 


5^^ 

CQ  fH  O 


rH  5h  -rl  O  -rt  03  t> 
•n  ©   3 


bx>  CI  OTJ 


C   ^^rH 

o  (u  td 

Ox!    F-i 


C  -H  -rH    o  ^    55 


03 

^^ 

o  o 

C3   C3>J   f-< 

n  C3  Fi-p 

•H  3  O  ID 


03 


)  ftfj 


(U  OrH 
rH  TJ  TJ  fl) 
■^^  C  ft  & 

x:  o  o  o 

PL,  P-(PhP-i 


T3rH 
>   O   O 

.^    CO  -rH    O 


©-rl 


rH  CMCO  •<i<intOC>-0Da>OrHCMCO'*tn  tDe»-C0aiOrHCMr^t}<intOP-C0CTiO  rHCMCO'i'LOlDt-aDaiOrHCMCO 
rHrHrHrHrHrHrHpH.-,r^  CM  CM  CM  CM  CM  CM  CM  CM  CM  CM  CO  COCOCOCOcOCOtOeOtO^<*-<i<'# 


I 


(*     •*.'»•     • 


1.   ^    ( 


»    -   ,   / 


•  M 


*  <  St  ■»*  ^-^  •-''■•'* 


~v.-  .' 


.djirJrlK 


c  <   •■ 


k 


i  >   > 


•       9      -i      t      * 


'  i^t;*    C-".  ♦■    ^ 


*        •  •        ^     'i  'P  '■; 


•        •        « 


'   7..  ty. »     .    >    .    I     .    ,     .    -, 


1     •    -.^J-C'; 


*      t     * 


,>f   •'    .'    .• 


'*■  <    '   *  1    «  « 


■■»  m  •■*.  »*  >*   J 

r:«  ?i'.  ■£;■;>  v>-> 

*  o"  «    * . » 

■■■1.    •<  :&   O^-- 


1* 

^>fi' 

• 

i.--* 

.•»!■■'■•* 

'* 

-•  ,■> 

»     - 


*<^'v 


: :  :^f,-/. 


-fc   %  *    -»«   * 


L  _  4     »    >•    «     rf     •*    J;  f  >:  ■ 

*  •        <        «       I        4         • 


ti    *f.  (,-,  vt.  ■ 


■4       «      «      • 


»    f    .. 

4       4| 

'     *      • 

»        » 

*■     ! 

>   *    • 

*        * 

!-•  .*f 

'..-. 

1*        .. 

»  r     ■ 

, 

«      V.     ■» 

<>-0, 

''      % 

«        •• 

f 

*       .:h     > 

«       « 

*        1. 

■• 

*      *■        » 

•     t 

•-       t 

■'-.      •  -      ■ 

{,  -i'  ••■■.' 

«'      « 

.-       t 

- 

?-':•: 

Av; 

.* 

•*^ 

«> 

9 

4      »■  ■' 

" 

■  ^        . 

•       () 

■'j 

• , 

>            V 

»■       ^ 

>       4 

•^ 

r 

.■%      V       « 

•       * 

'      4 

•^  .ilk. 

V :  virifc 


,<+    'rt: 


t;-j 


(:,••, » 


'*  .'^  1  »■      ♦     «     *     »      t 
nil      ••      *      <      k-'f       f       A      ,■ 


)»      » 


•W.' 


-  '-  f;..;  i: 
: ;    I  j  ■ 

.   ' »   I  ft 


■.^  »•  w  ■*  ■■'# 


•■    *    «     » 


»,»^'^>'      • 


r     »     >    «     c 


r-'-u 

iiV  » 

"il^v  ' 

\* 

-;;i 

4 

♦     f 

)•    * 

-• 

;'■; 

C'  • 

*« 

■i".? 

% 

m 

•  '^  * 

'-!'.•.•  '."^  -1     •■    »     < 


«•  ^  »•  ^  >«  -^ 
7;  -r- :?  0;ri>  '  •■ 


J.  ■  »    . »'    »  ,  ii 


r»     *•    *•    <r    .  ♦•    *•*•     .*»  J^   ». 


*..  ;.;,:.. 


-     \ 


■. 


,.  »  .■  %,  _t  • 

*'  .'  ,-•  »-  ,•  > 

*  T  >  t            •  ■ 

«  •  *  «            *  N 


1  4  t     r     *     i     *     * 

I-  <  /          .-««'▼ 

I  •-  )t\    r       *        •■        V        • 

.  •  ■  ^       *       *         .-       *        » 

*  -'  .'r.    »    »    "i    1    # 

»  '  i,:  •  I-  '  •    - 


'»        a        «"*«.•   ^  t      *      f^        *       *        >.     ^• 


.-*     -I ! 


.;::h->i>  *  ■ 


V- 


it 

..ii 


il 


O"*  '""-V~S  ^] 


a; 

■H 

o 
o 


1-1 


CO 


CO 

to 

•H    -H 


©So 
•p   R  o 

05  O  j:; 
+^  4-4  O 
CO    <D   CO 


iH  03 

O  0) 

o  g 
CO 


0} 

00 -P 
0)    d 

>H  a 

O   C5 

o 

a 
•  o 

fH     <U     ^ 

M  CO  i75 


-P 
M  3 

0)  fH 
rH  O 
r-l 

o 

O   H 

iH 

•    -H 

•H  U 
U  U 
M  O 

<)  s 


0) 
CO 


ig 


•H 
rH 
j3 


CO«DQCJiOlOC7>a>lOlrtOO'«i<'H 

t>ocoinccioccicvja>cDcT>i>co 
a>ocnoio<ovDf-iiHiOrHoto 


COC\J( 


>NC^rHcn^-diOC^C0C-- 
)rHTjtin(7lrHC0O<OC\Jt> 


g 


CM 


OO- 

o  in 
coco 

in 


•        • 

■NO 

CO 


o  ^ 

coo 

CVJO 
r-Tcvj" 


inioiOTi<rH 
CT>cotnc>-co 


Ti»i-(ocr>Qinif)c\3 
oocoincootOCTi 

cMiHoO'^iO'^incvjcO'^j'cocoQ 

lOCMlD[0^-U3QCOCr>CV3~   - 


c^Hoointo^cotoinc 


I  O" 

loto 


<X>INQCJC^OC000  coocococ^ 

ioco?3rHTj<i?5coocoomcNic- 

cH        CM 


n 

•   Q) 

•  &  u 

to 

•   C 

•  O  Oi 

C3 

.     .T3 

•   O 

dCQ-P 

U 

0)    •  c 

•  -P 

T> 

CO 

o 

h    •  CO 

•  to 

3  fm:!  Ph  S 

2  >»-' 

§^ 

^ 

a) 

•H    O  rH  -P 

c 

« 

W  OJ-P 

(DtJ 

^   >rH 

0) 

OrH 

eOr-i  03 

(TM 

n 

c 

03  H  -H 

0)  p 

o 

(DiH  Oi  ^iH 

o 

« 

4 

JS-H  -P 
CO  CO  CO 

•    •    • 

• 

•     • 

•    ft    • 

•HO) 
•    • 

'i<UO«£'C^COt7>OiHCMtO'i<iniO 


■* 


U3 

uO 
CM 


O 

o 


CM 


d 
o 

•H 
P 

(d 

> 
u 
o 
to 


4^ 


ro 

•H 
rH 
rH 
W 

P 

0) 


5 

o 

u 

to 


c 
o 

•H 

to 

-P 
CO 


<y^ 

cr. 

CM 

CM 

• 

% 

% 

1— 1 

CN} 

o 

at 

• 

■* 

in 

o 

C3> 

M 

■* 

00 

% 
(N 
<£> 
CM 


^g 


0) 
■P 
(0 

•p 

CO 


T-l 

(0 

rH 
(0 

03 

•H 
fH 

u 

^1 

+J 

CO 

H 

3 

■P 

+J 

O 

•H 

rH 

rH 

3 
O 

-P 
t)0 

1 

§ 

2 

•H 

1 

•H 

ra 

•H 

05 

T3 

o 

o 

d 

•tH 

eO 
-p 
n 

3 
to 

a 

0) 
<D 
jQ 

CD 

> 

to 

0) 

to 
to 
o 


n 

0) 


o 


CO 
T3 


(U 

+J 

«H 

O 

d 
o 

•rl 

+» 

3 
^ 

•H 

(h 

■P 

to 


03    -H 

-d 


>.   Q) 

-H     ^4 

d  -p 


-o 


■p 


•rl 

;h 
o 

o 
o 
to 

T3 

03 
bO 

o 

(13 
(0 

t 

rH 

o 
to 


3 


to 
to 

03     0. 

•r<    <f-l 

4-1    o 


0 
■p 

T3 


CO 
03 
13 


to 
■d 

§ 


-d 

03 
-P 
<*^ 
•H 
4i 

CO 

03 

u 

10 
CO 

-d 


o 
o 

()0 


CO 
0) 

> 

•H 

■p 

•rt 


o 


g  I 


to 


03    03 


CO 

03 

3      -     . 

M    >>rH 
•rl    +^      Cd 


03 

■p 


•d 

0 


03 

o 


3     -H 


-p 

3 


03 

-P 

i 

o 
o 
(0 


03 
fn 

(0 

to 
p 
o 

CO 

+J 
d 
o 
o 

to 

0) 

rH 

d 

03 

•d 
c 
CO 


t3 
03 
■P 

o 

03 
rH 
03 

(0 

03 
^^ 
CO 


to 
-d 
d 
CO 


03 

u 

00 
d 
o 


•d 
§ 

•d  CO 


•p 
o 
a 

ca 

03 
O 

•d 

n 
■d 


o 

to 

03 

^1 

CD 
(0 

•d 


d    rH 

o 

•r^    "d 


d 

03 


■p 
o 

03 
CO 

u 
o 

U3 

rH 


d 
o 

■M 
P 

o 

03 
CO 


«    I 


I 


I  * 
!!  • 
I   ■ 


f 


/  o> 


Ik' ' 
.»' 
i: 
U 


ii.i 


^■•;;  •  •  •  ' 

^>  .^'i:  •  •  •  • 

•!■.,•  -  •  <  • 

(If.  ■  •  •  1  < 

),).;.;■  *  •  . 


i: 


>  * '  • 


•    •■•.,,!     ;.  _» 

'    '    •    •    •  ■• "  i;..  if: 

•'•'♦•  -^  ;■■,: 

■-....       •  •   i   ■ 

'     «      *      *  «    I        : 

*  *    «    .         ,   •      It-. 

•  r     *    *  •    1       *' 

•*  •  •  •      I*  J 


-)'•■.>''         •    J     « 


I : 
1  J 


i»    ■  -  ^      : 

Sir:  •  • 


ii-i 


>    •    J    %    •    (1 

r       k       "      r      -       4      » 


: ;   i  - 


•  «  * 
rf  t  * 
»■      •      r 


(I 


i 

a;-; 

1 

t; 

ii 

('i::  : 


Iri: 


*    > 
«     ft 


•  *  "     '    ■ .  ,  ' 
*'  ♦  *  # 

•  «  »  «    ; 

«  ^  *  »  ,       ;' 

•  »  •  •  ■ 

»  -  .  .  I    t 

'  *  •  ♦'  J   i         V 

•  *  \  »  '. 

•  *  •  »  I 


>       * 


.1.0 


;h:: 


»         •        (r        # 


>-     'i 


ji.  ■!:  : 

ii  i'  : 

.  t  *  ■  •  - 

.  /  V  • 


Jr.  ; 


•     1     *     « 

»      *      • 


>         X        *         . 


"   i 


#      «       tt      «       b      « 


,(    ' 


0»  •. 


I . 


y- -  ■' -  •■If-  '■ 


I  f'-- 


r  ;  E 


1  f     *     I     r 

;  1  >*  •  ■» 


•I    % 


V-  "0  f'.-  V  .'.     .    ■■ 


I 


TABLE  NO.  XIII  30, 

CONDITION  OF  STATE  FARM  LOANS  AND  CONTRACTS  JUNE  30,  1936 


No. 

Original 

Unpaid  Balance 

Classification 

of  • 

Acres 

Amount  of 

on  Contracts; 

Unpaid 

Loans 

Loan 

(Tnr.ludlng  Int.) ; 

Principal 

1.  Loans  in  their  original 

form  (not  delinquent  in 

interest  payments) 

8  : 

2,086.05 

$9,480.00- 

#6,197.52 

2.  Loans  converted  to 

amortization  mortgages 

not  delinquent        ! 

55 

17,500.69 

104,850.00 

88,149.95 

3.  Loans  converted  to 

amortization  mortgages 

delinquent 

102  , 

31,804.03 

169,700.00 

165,761,40 

4.  Loans  under  which  the 

State  has  acquired 

title  and  the  lands 

have  not  been  resold 

665 

228,361.01 

1,262,010.99 

:  1,448,448.08 

5.  Loans  converted  to 

amortization  mortgages 

under  which  State  has 

acquired  title  and  the 

lands  have  not  been 

resold 

98 

35,971.70 

:   214,950.00 

:   229,576.43 

6.  Sales  contracts*  not 

delinquent 

•  240 

74,746.15 

:   446,353.56 

:  #486,082.48 

:   451,213.10 

7.  Sales  contracts*  de- 

linquent 

373 

135,987.59 

:   768,178.43 

949,463.35 

:   860,691.97 

8»  Sales  contracts*  can- 

celled and  the  lands 

not  resold 

•  395 

136,634.44 

:   838,683.00 

:   941,313.88 

Totals 

1,936 

:663, 091.66 

:$3, 814, 205.98 

:$1,  435,  545.83 

:$4, 191, 352.33 

*Loans  under  which  the  lands  have  been  deeded  to  the  State  or  acquired  through 
foreclosure  proceedings  and  then  resold  under  the  33  year  amortization  plan. 

Average  amount  per  loan,  not  including  accrued  interest  #2,164.95 

Average  investment  per  acre,  not  including  accrued  interest  ....      $6.32092 


TAXES  AND  COSTS  PAID  3Y  THE  STATE  IN  CONNECTION  WITH  ITS  FARM  LOANS 


(Included  in  "Unpaid  Principal"  in  table  above  given) 
Up  to  June  30,  1922 #45, 


Year  ending  June  30, 

Year  ending  June  30, 

Year  ending  June  30, 

Year  ending  June  30, 


1923 
1924 
1925 
1926 


From  June  30,  1926,  to  June 

Year  ending  June  30,  1929  • 

Year  ending  June  30, 

Year  ending  June  30, 

Year  ending  June  30, 

Year  ending  Jvme  30, 

Year  ending  June  30, 

Year  ending  June  30, 

Year  ending  June  30, 

Total  


30,  1928 


1930 

1931 

1932 

1933  ...... 

1934 

1935  (net  amount) 

1936  (net  amoxmt) 


75, 

169, 

157, 

45, 

49, 

9, 

14, 

11, 

12, 

15. 

15, 

1, 

14, 


297.66 
630.72 
566.59 
633.90 
777.63 
177.17 
166.18 
009.14 
162.88 
488.40 
667,31 
844.72 
053.82 
559.07 


#617,035.19 


TOTAL  DTVESTMENT  IN  FARtl  LOAJIS  AT  THE  CLOSE  OF  EACH  FISCAL  YEAR 

June  30,  1924 #4,551,655,03 

June  30,  1925 4,595,261.19 

June  30,  1926 4,549,039.77 

June  30,  1927  ...........   ,    4,529,084.23 

June  30,  1928 s    •    « 4,433,694.77 

June  30,  1929  . , 4,342,179.76 

June  30,  1930 «    . 4,301,561.94 

June  30,  1931 « 4,270.942.18 

June  30,  1932  . 4,273,807.84 

June  30,  1933  , , 4,281,631.32 

June  30,  1934 4,270,562.27 

June  30,  1935 ,...., 4,233,866.27 

June  30,  1936 4,191,352.33 
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OPERATION  OF  FARM  LOAN  ACCOUNT,  31. 

nSCAL  YEAR  JULY  1,  1934,  TO  JUNE  30,  1935 

Balance  on  Principal  unpaid  June  30,  1934  .,»......  $4,270, 562.27 

Farm  Mortgage  Eixpenses  for  fiscal  year  ..«»«»»  f  1,170.99 
Less  Duplicate  Orders  issued  on  account 

of  checks  lost  in  Wibaux  Flood  and  later 

recovered  ••...««•..•.«««    117.17 

1,053.82 

Total  §4,271,616.09 

Repayments  during  fiscal  year • 57, 749 .82 

Balance  on  Principal  unpaid  June  30,  1935  .....t........  $4,233,866.27 


NOTE:  The  smallness  of  the  amount  of  farm  loan  expenses  charged  during  this  fiscal 
year  is  due  to  the  fact  that  large  amounts  of  taxes  and  other  expenses  were  charged 
to  the  loans  towards  the  close  of  the  previous  fiscal  yeeu:'  and  early  in  the  next 
fiscal  year. 

OPERATION  OF  FARM  LOAN  ACCOUNT, 
FISCAL  YEAR  JULY  1,  1935,  TO  JUNE  30,  1936 

Balsmce  on  Principal  unpaid  June  30,  1935  . $4,233,866.27 

Farm  Mortgage  Expenses  for  fiscal  year «.,c 14,559.07 

Oil  and  Gas  Royalties  from  Mortgage  Lands 

taken  over  by  the  State  previously  credited 

to  the  Farm  Loan  Account,  but  not  creditable 

to  other  loans  than  the  loans  on  the  lands 

from  which  the  royalties  were  obtained 8,X7.16 

Total  .............  $4,256,732.50 

Repayments  during  fiscal  year  $61,659.81 

Traveling  expenses  charged  to  Farm  Loan 

Account  and  prior  to  1925  but  not  chargeable 

to  individual  loans.  Ordered  deducted  by 

State  Examiner  .  • 3,085.29 

Other  adjustments  made  by  State  Examiner  ....     635.07 

65,380.17 

Balance  on  Principal  unpaid  June  30,  1936  .  $4,191,352.33 


GENERAL  PLAN  OF  HANDLING  DELINQUENT  LOAJIS 

Under  the  provisions  of  Chapter  168  of  the  1925  Session  Laws  as  amended  and  re- 
enacted  by  Chapter  60  of  the  1927  Session  Laws  (1805.108  to  1805.112  R.  C.  M.1935) . 
delinquent  farm  loans  are  placed  under  the  office  of  the  Attorney  General  for  secur- 
ing title  through  foreclosure  or  otherwise. 

The  plan  followed  with  all  badly  delinquent  loans  has  been  to  secure  title  to  the 
property  by  quitclaim  deed  whenever  satisfactory  title  could  be  obtained  in  that 
way,  and  if  not,  then  through  foreclosure  proceedings^  Encouragement  is  always 
given  to  the  mortgagor  or  his  successor  to  repurchase  the  property  within  the  re- 
danption  period  under  the  easy  payment  plan  provided  by  our  statutes.  The  pur- 
chaser is  required  to  pay  in  cash  at  lease  ten  per  centum  of  the  total  investment 
including  accrued  interest  and  all  costs;  the  balance  draws  interest  at  the  rate  of 
five  per  centum  per  annum  and  is  payable  on  the  amortization  plan  through  a  period 
of  thirty-three  years. 

None  of  these  lands  has  been  sold  for  less  than  the  full  investment  including  taxes 
and  other  costs.  Through  Chapter  127  of  the  1935  Session  Laws  (Sections  1218.1  to 
1218.6  R.  C.  M.  1935)  the  State  acknowledges  its  responsibility  for  the  millions  of 
dollars  belonging  to  the  Permanent  Public  School  Fund  invested  in  State  farm  loans 
and  agrees  to  repay  the  total  amount  invested  together  with  interest.  Since  the 
enactment  of  this  law,  the  Attorney  General  has  ruled  that  mortgage  lands  may  law- 
fully be  sold  without  including  accrued  interest  in  the  sales  price. 

The  application  of  the  amortization  principle  to  the  repayment  of  these  loans  has 
proved  exceedingly  helpful.  If  the  loans  had  originally  been  made  on  the  amortiza- 
tion plan  a  much  greater  portion  of  these  loans  would  have  been  repaid  at  the  pres- 
ent time.  The  basic  difficulty,  however,  is  that  the  loans  -were  too  large,  being 
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iJiade  during  the  boom  period  of  the  State  when  everybody  had  an  exaggerated  idea  of 
land  values. 

Mortgage  lands  to  which  the  State  has  acquired  full  title  and  which  have  not  been 
resold  are  leased  out  whenever  lessees  can  be  found,  either  for  cash  rental  or  on  a 
crop  share  rental  basis. 

Section  74  of  Chapter  60  of  the  1927  Session  Laws  (Sec.  1805.74  R.  C  M.  1935)  pro- 
vides that  whenever  a  sale  of  State  lands  is  hold  in  any  county,  all  the  mortgage 
lands  owned  by  the  state  in  such  county  to  which  the  state  has  secured  title  shall 
as  a  general  rule  bo  offered  for  sale.  Sections  77  and  78  of  the  sane  Chapter 
(Sees.  1805.77  -  1805.78  R.  C.  M.  1935)  provides  that  mortgage  lands  may  also  be 
advertised  and  sold  at  other  times  than  at  regular  sales  of  state  lands  held  at  the 
county  seats,  whenever  the  State  Board  of  Land  Commissioners  so  orders.  All  such 
sales  are  held  at  the  State  Lajid  Office. 

THE  STATE  FAR?;!  LOAN  ACT  REPEALED 

The  Farm  Loan  Act  was  repealed  by  Chapter  139  of  the  1933  Session  Laws  ( Sec. 1805. 98 
R.  C.  M.  1935)  but  not  one  single  new  farm  loan  was  made  subsequent  to  December 
24,  1924. 

L.  E.  CHOQUETTE,  Chief  Field  Agent 
and 
WESLEY  W.  WERTZ,  Special  Assistant  Attorney  General 

In  addition  to  his  other  duties,  Mr.  L.  E.  Choquette,  Chief  Field  Agent,  has  charge 
of  the  Farm  Loan  Division,  including  the  leasing  of  mortgage  lands.  He  has  given 
close  study  to  this  perplexing  problem  and  a  great  deal  of  thorough  and  persistent 
work.  Considering  the  difficult  economic  conditions  that  have  prevailed  for  a 
number  of  years,  he  has  been  highly  successful. 

In  December,  X935,  Attorney  General  Raymond  T.  Nagle  appointed  Wesley  W.  Wertz  as 
Special  Assistant  Attorney  General  to  take  charge  of  the  foreclosure  of  delinquent 
state  farm  loans  together  with  other  work  pertaining  to  the  Attorney  General's 
office.  Before  he  accepted  this  appointment,  Ivlr.  Wertz  served  nearly  two  years  as 
Assistant  Code  Commissioner  in  compiling  the  Revised  Codes  of  Montana  of  1935.  He 
has  vigorously  and  efficiently  prosecuted  the  work  of  clearing  the  state's  title 
to  mortgage  land,  and  has  generously  cooperated  with  this  department  in  every  way 
not  only  with  regard  to  delinquent  state  farm  loans  but  also  in  all  other  legal 
matters. 
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33 
STATE  FARM  MORTGAGE  LOANS* 

(Amount  Unpaid  on  June  30,  1936,  Over  $4,191,000) 

Mortgages  on  land  as  security  for  borrowed  money  is  an  ancient  institution.  The 
oldest  code  of  laws  known  to  man,  the  Code  of  King  Khnmmurabi,  the  founder  of  the 
Babylonian  Empire,  carved  into  stone  some  twenty-three  centuries  before  the  Chris- 
tian era— more  than  forty  centuries  ago— contains  many  provisions  dealing  with 
"fields  and  houses"  pledged  for  borrowed  y.oney— in  other  words  with  real  estate 
mortgages.  Among  the  King's  letters  one  has  been  found  inquiring  if  a  certain 
transfer  of  land  represented  an  actual  sale  or  if  it  was  simply  a  pledge  or  mort- 
gage. A  money  lender  claimed  two  "gan"  of  land  originally  belonging  to  "Lalum", 
one  of  the  King's  subjects.  The  investigation  disclosed  that  the  transfer  was 
simply  a  pledge  or  a  mortgage,  and  not  an  unconditional  sale  and  transfer  of  the 
land.  From  that  remote  time  and  down  to  the  troubled  present,  farm  loans  and  mort- 
gages have  been  made  by  the  thousand  and  the  same  questions  have  arisen.  Down  to 
recent  times  farm  loans  were  made  almost  exclusively  by  individual  money  lenders, 
and  farm  loan  agents  arose  who  altogether  too  often  preyed  heavily  on  the  borrowers. 
Many  a  noble  family  tree  throughout  the  land  had  its  start  in  this  particular  spe- 
cies of  grafting.  Abuses  of  this  kind  have  resulted  in  violent  reactions  that  in 
recent  years  have  influenced  and  shaped  the  political  history  of  several  states. 
From  the  hoary  ages  of  King  Khammurabi  and  his  subject,  Lalum,  down  to  Lemke  and 
Olson,  the  farm  mortgage  business  has  flourished  and  has  been  the  subject  or  offi- 
cial inquiry,  political  agitation  and  considerable  legislation. 

It  is  only  of  late  that  the  farm  loan  business  has  commenced  to  pass  into  the  hands 
of  mutual  loan  associations  and  that  state  and  national  governments  themselves  have 
gone  into  this  business. 

The  Federal  farm  loan  system  in  the  United  States  was  established  in  1916  under  the 
administration  of  Woodrow  Wilson.  The  creation  of  this  system  is  one  of  the  great 
events  in  the  economic  history  of  the  United  States. 

State  Farm  Loans  in  Montana 

It  was  in  line  with  this  development  that  the  State  of  Montana  went  into  the  farm 
loan  business.  A  farm  loan  law  was  enacted  by  the  people  through  the  iniative  at 
the  general  election  in  1914;  but  the  supreme  court  held  this  act  to  be  in  part  un- 
constitutional. Chapter  124,  Laws  of  1917,  was  thereupon  enacted.  Educators  and 
farm  leaders  joined  in  advocating  legislation  of  this  nature.  It  was  argued  that 
it  would  furnish  the  farmers  with  money  at  lower  interest  rates  than  those  prevail- 
ing at  that  time  and  that  the  school  funds  of  the  state  invested  in  these  loans 
would  receive  a  better  rate  of  interest  than  usually  received  on  bonds.  This  law 
made  it  the  duty  of  the  State  Board  of  Land  Comnissioners  to  make  investments  from 
the  public  school  permanent  fvmd  in  first  mortgages  on  improved  farm  leinds  in  the 
state. 

Under  this  legislation  the  State  Board  of  Land  Commissioners  made  2,363  original 
loans  aggregating  $4,648,750.00  during  the  years  1917,  1918,  1919,  1920,  1921,  1922 
and  1924.  Not  one  single  new  farm  loan  was  made  since  December  24,  1924.  The 
usual  term  was  ten  years  and  the  interest  was  &%» 

By  way  of  comparison,  the  following  figures  are  given  taken  from  the  statistical 
abstract  of  the  United  States  and  the  year  book  of  agriculture  for  1935: 

Value  of  all  lands  in  farms 
in  the  United  States  $34,929,845,000.00 

Value  of  all  buildings  on 
these  lands  12, 949, 994, OOP «00 

$47,879,839,000.00 

Total  mortgage  indebtedness  on  all 
farm  lands  and  buildings  thereon  9,241,390,000.00 

or  a  little  over  19/5. 

Montana's  share  of  this  total  indebtedness  secured  on 
fann  lands  and  buildings  was  ;;129, 20^,000 .00 

*This  statement  was  written  at  the  request  of  the  Montana  Standard  and  published 
in  full.  It  is  reproduced  here  as  it  contains  comprehensive  information  on  the 
subject  and  suggests  amendments  to  the  act  by  which  the  State  assumed  liability 
for  the  repayment  to  the  Public  School  Permanent  Fund  of  the  millions  invested 
in  farm  loans. 
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34. 
The  state  farm  loan  business  in  Montana  has  been  somewhat  of  a  tragedy  whether  con- 
sidered from  the  standpoint  of  the  lender  or  the  position  of  the  borrower.  On  June 
30,  1936— eighteen  years  after  the  commencement  of  this  business— the  state  had 
paid  for  the  entire  period  more  than  $600,000«00  in  taxes  and  expenses  in  connec- 
tion with  these  loans;  had  found  it  necessary  to  acquire  title  to  about  90%  of  the 
lands  given  as  security;  and  including  the  aforesaid  taxes  and  expenses  more  them 
$4,191,000.00  of  the  principal  remained  unpaid.  Accrued  interest  is  not  included 
in  these  figures  and  if  it  is  figured  at  6%  per  annum  on  all  unpaid  loans  from  the 
time  they  were  made  and  up  to  the  present  time,  it  would  probably  reach  one  cuid 
ono-half  million  dollars.  The  Irinds  to  vrhich  the  state  has  taken  title  represent 
1,761  loans  now  unpaid,  and  of  theso  lands  more  than  one  thoiisand  tracts  have  been 
resold  on  long  term  payment  contracts,  but  of  those  contracts  only  612  remained  in 
force  and  effect  on  June  30,  1936» 

Causes  of  This  Failure 

1.  A  groat  portion  of  those  loans  was  made  during  the  most  prosperous  years  for 
agriculture  in  the  Stato  of  Montana.  Farm  land  values  were  greatly  exaggerated  and 
prices  inflated.  As  a  result  the  loans  were  entirely  too  large. 

2.  The  loans  did  not  enibody  any  conpulsory  plan  for  gradual  repayment.  The  borrow- 
er had  the  privilege  of  retiring  one-tenth  of  the  loan  each  year,  but  that  was  en- 
tirely optional  with  the  borrovrer,  and  with  few  exceptions  the  borrower  relied  upon 
"the  pot  of  gold  at  the  end  of  the  rainbow".  The  amortization  plan  of  repayment 
now  embodied  in  Federal  farm  mortgages  vras  not  made  a  part  of  the  fann  mortgage 
loans  in  this  state. 

3.  There  was  no  local  organization  in  each  county  that  shared  in  the  responsibili- 
ty for  the  annual  payment  of  interest  and  principal  corresponding  to  local  farm 
loan  organizations  under  the  Federal  farm  loan  plan. 

The  boom  conditions  existing  when  the  bulk  of  these  farm  loans  was  made,  the  seri- 
ous defects  in  the  plan  itself  and  the  adversities  that  have  beset  agriculture  in 
the  State  of  Montana  in  later  years  have  conspired  to  bring  about  this  deplorable 
result. 

Efforts  to  Relieve  the  Borrower 

As  far  back  as  1923  legislation  was  enacted  giving  the  original  mortgagor  and  his 
successors  in  interest  the  right  to  repurchase  land  to  which  the  state  had  taken 
title  under  a  state  farm  mortgage  by  making  an  initial  payment  of  15%  and  paying 
the  balance  of  the  purchase  price  through  a  period  not  exceeding  thirty-five  years 
with  interest  at  5%*     Later  on  the  first  pajment  required  to  be  made  was  reduced  to 
105?>  At  an  interest  rate  of  5%   per  annum  the  total  annual  jyayment  required  on  a 
thirty-three  year  amortization  contract  is  6^«  As  the  state  holds  the  title  to 
the  land  until  the  contract  is  paid  up  in  full,  the  purchaser  is  subject  to  taxa- 
tion only  on  his  equity  in  the  land.  This  comparatively  low  rate  of  interest,  the 
long  repayment  plan  and  the  material  reduction  in  taxes  constitute  the  plan  through 
which  the  state  endeavors  to  help  the  borrowers  to  repay  their  indebtedness.  The 
same  plan  of  payment  applies  when  the  land  is  sold  to  someone  else  than  the  mort- 
gagor and  his  successors  in  interest. 

Legislation  Designed  to  Protect  the  In- 
vestor—the Public  School  Permanent  Fund 

The  state  farm  loan  act  remained  in  full  force  and  effect  until  March  14,  1933,  when 
it  was  repealed.  All  the  same,  not  one  single  state  farm  loein  has  been  made  since 
December  24,  1924.  No  state  farm  loans  whatsoever  were  made  during  the  Erickson 
administration.  Beginning  with  1925  the  sole  objective  of  the  State  Land  Department 
with  regard  to  fann  loans  has  been  to  salvage  the  investments  previously  made.  A 
great  deal  of  effort  has  been  exerted  toward  this  end  as  already  indicated.  If 
loans  had  been  made  during  this  period  additional  millions  would  have  been  invested 
and  the  losses  would  have  increased  accordingly. 

It  has  long  been  realized  that  substantial  losses  would  be  sustained  through  this 
farm  loan  business,  and  as  the  public  school  pemeinent  fund  from  which  all  these 
loans  were  made  is  guaranteed  by  Section  3  of  Article  XI  of  the  State  Constitution 
against  "loss  or  diversion",  plans  have  been  advocated  to  make  good  this  guarantee. 
The  biennial  reports  of  the  Department  of  State  Lands  and  Investments  for  the  years 
1928,  1930,  1932  and  1934  contain  specific  recoimiendations  for  legislation  to  make 
good  this  guarantee.  The  letter  and  the  spirit  of  the  Enabling  Act  and  the  mandate 
of  the  state  constitution  require  that  the  public  school  fund  shall  forever  remain 
inviolate.  These  obligations  impose  a  sacred  trust  upon  the  officers  and  people  of 
the  State  of  Montana.  The  legislative  assembly  of  1935  enacted  Chapter  127  in  sub- 
stantial accord  with  these  recommendations. 

The  title  to  the  act  gives  a  good  idea  of  its  nature  and  purpose.  It  reads  as 
follows: 
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35. 
"A J  Act  Recognizing  the  Liability  of  the  State  for  the  Public  School 
Permanent  Fund  Under  Section  3  of  Article  XI  of  the  Constitution  of 
the  State,  Acknowledging  its  Obligation  Thereunder  to  Keep  Such  Pub- 
lic School  Fund  Inviolate  and  its  Guarantee  Against  the  Loss  or  Di- 
version of  Any  Part  Thereof  Including  the  Investments  in  State  Farm 
Mortgage  Loans;  Providing  for  Assuming  and  Talcing  Over  as  the  Proper- 
ty of  the  State  Itself  All  Such  State  Farm  Loans  and  All  Lands  Ac- 
quired by  the  State  Under  Such  Loans  Together  With  All  Rights  of  the 
State  in  Connection  Therewith  and  Providing  for  the  Repayment  of  the 
Amount  Invested  in  Such  Farm  Loans  Together  With  Interest." 

The  act  provides  that  all  receipts  from  these  farm  mortgage  loans  and  from  the 
lands  to  which  the  state  has  taken  title  under  these  loans  shall  be  paid  into  the 
"state  farm  loan  sinking  fund".  Interest  on  the  total  amount  due  the  public  school 
permanent  fund  is  paid  from  this  sinking  fund  and  so  also  partial  payments  on  the 
principal  as  funds  become  available. 

This  act  accomplishes  three  definite  and,   highly  desirable  objects  with  regard  to 
the  investment  from  the  public  school  permanent  fund  in  state  farm  loans: 

1*     The  state  recognizes  its  liability  for  the  investments  made  in  such  loans  in 
the  specified  amount  of  $4,250,625.95  as  of  January  1,  1935. 

2.  The  state  spocifically  promises  and  agrees  to  repay  to  the  public  school  per- 
manent fund  the  said  sum  of  $4,250,625.95  as  of  January  1,  1935,  together  with 
interest. 

3.  By  recognizing  this  indebtedness  and  by  promising  and  agreeing  to  repay  it 
without  regard  to  what  the  farm  loan  assets  may  actually  bring,  the  State  Land  De- 
partment has  felt  at  liberty  to  advertise  and  sell  lands  taken  over  under  these 
loans  for  less  than  the  amount  invested  including  the  accrued  interest.  A  ruling 
has  been  obtained  from  the  Attorney  General  holding  this  procedure  to  be  lawful  so 
long  as  no  part  of  the  actual  investment  is  sacrificed.  The  accumulated  interest 
on  a  great  number  of  these  loans  added  to  the  principal  have  brought  the  state's 
claim  so  high  that  it  would  be  impossible  to  sell  the  lands  at  the  aggregate  sum. 
As  a  direct  result  of  this  legislation  sales  are  not  blocked  by  this  difficulty. 

Two  Vital  Defects  in  the  Legislation 

If  Interest  Rate  Too  Low.  'vThen  Senate  Bill  No.  104,  now  enacted  as  Chapter  127 
of  the  1935  Session  Laws,  was  presented  to  the  Senate  it  provided  for  interest  on 
the  balance  remaining  from  time  to  time  unpaid  at  the  rate  of  4^  per  annum.  This 
rate  was  reduced  to  2%  per  sinnum.  Needless  to  say,  this  is  not  just  aad  fair  to 
the  public  school  permanent  fund  nor  to  the  schools  throughout  the  state  to  which 
the  fund  belongs.  The  interest  rate  was  probably  reduced  under  the  mistaken  idea 
that  this  would  save  money  for  the  taxpayers  of  the  state.  It  is  evident  that  the 
decreased  income  for  the  schools  resulting  from  this  cut  in  the  interest  rate  will 
increase  the  tix  burden  of  the  school  districts  through  the  state  in  the  same  a- 
mount . 

2.  Additional  Funds  Should  be  Provided  for  Repayment  of  the  Loans.  The  receipts 
from  rentals  on  the  lands,  from  interest  and  from  repayment  on  principal  would  not 
be  sufficient  to  pay  interest  at  the  rate  of  45?  per  sinnum  or  even  less  and  to  re- 
pay the  principal  in  full.  The  act  itself  takes  cognizance  of  these  circumstances 
and  indicates  that  additional  funds  must  be  provided.  The  second  paragraph  of 
Section  5  of  the  act  reads  as  follorrs: 

"All  other  moneys  received  by  the  State  Treasurer  from  any  other  source 
than  that  of  the  state  general  fund  provided  by  the  Legislative  Assem- 
bly for  the  repayment  to  the  public  school  permanent  fiand  of  the  afore- 
said amount  invested  in  state  farm  mortgage  loans  shall  also  be  placed 
in  the  said  state  farm  loan  sinlcing  fund." 

It  was  not  thought  wise  to  designate  in  the  act  itself  what  other  funds  should  be 
made  available.  The  bill  had  a  hard  time  of  it  without  any  additional  encumbrance. 

Those  additional  revenues  should  amount  to  appr<)ximately  $100,000,00  per  annum. 
The  legislative  assembly  has  already  indicated  that  it  does  not  want  to  take  this 
money  from  the  state  general  fund.  Would  it  not  be  possible  to  shift  some  of  the 
state  revenue  now  going  into  various  school  funds  to  the  state  farm  loan  sinking 
fund?  This  will  require  a  separate  act,  not  an  amendment  to  the  said  Chapter  127. 
It  is  important  that  this  legislation  be  enacted  in  the  next  session  of  the  legis- 
lature so  that  the  indebtedness  may  decrease  in  proportion  to  the  gradual  dwindl- 
ing of  the  assets. 
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By  pi'oviding  additional  revenues  as  above  suggested  the  public  school  permanent 
fund  may  eventually  be  repaid  in  full;  the  state's  guarantee  of  this  sacred  trust 
fund  will  thereby  be  realized;  and  this  will  be  brought  about  with  the  least  pos- 
sible hardship  upon  the  taxpayers  of  the  State  of  Montana. 
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AGRICULTURAL  AIJL  GRAZIITG  LEASES 
IN  EFFECT  JUNE  30,  1936 

Showing  the  Number  of  Acres  Under  Lease 
in  Each  Grant  and  the  Annual  Rental. 


Name  of  Grant 


Grazing 
Acreeige 


Annual 

Grazing 

Rental 


Agricul- 
tural 
Acroage 


Annual  Ag- 
ricultural 
Rental 


Acres  Unda* 

Crop  Share 

Leases 


Public  School 
State  Itaiversity 
Agri.  Morrill  Grant 
Agri .  Col.  Second  Grant 
School  of  Mines 
State  Normal  School 
Deaf  and  Dumb  Asyl\m 
State  Reform  School 
Capitol  Building 
Soldiers*  Home 
0.  H.  and  T.  B.  Society- 
State  Prison  Site 
General  Rind 

TOTALS 


3,073,117.24 
10,688.47 
64,257.61 
13,950.29 
41,509.86 
44,561.03 
24,772,26 
25, 004 .88 
44,162.17 
1,237.80 
65.00 

•   •#••• 

20.00 


$165,003.22 

604.23 

4,069.32 

573.70 

1,958.62 

2,270.79 

1,316.75 

1,578.01 

2,827.06 

48.45 

10.00 


2C.00 


23,439.53 
105.00 
405.00 
20 .00 
505 .00 
116.00 


s<^16,  822.62 
243.00 
230.00 

20.00 
348.01 

83.20 


100.00 
479.00 


IC.OO 


317,777.66 

100.00 

90,00 


76.00 
220.75 


50.00 


2,147.00 
560.00 


80.00 
680 .16 


3, 343, 346 .61 :$180, 280 .15 :25, 179 .53 :$18, 093.58 :321, 434.82 


SUT/tt'IARY 

Total  Acreage  Under  Grazing  Leases  ...  3,343,346.61 

Total  Annual  Grazing  Rental  ...  .  $180,280.15 

Total  Acreage  Under  Agricultural  Leases 

(Except  Crop  Share  Leases)  25,179*53 

Total  Annual  Agricultural  Rental 

(Except  Crop  Share  Leases)  18,093.58 

TOTALS    .....    3,368,526.14         $198,373.73 

Acreage  Under  Crop  Share  Lease  ........«•   ?;^1, 43<;.fl2 

Total  Acreage  Under  Lease  ...  3,689,060.96 

Averagp  Grazing  Rental  Per  Acre  ..................  5.392  cents 

Average  Agricultural  Cash  Rental  Per  Acre 71.853  cents 


Minimum  Share  Rental  -  One-fifth  of  all  crops  raised,  delivered  in  elevator, 
tal  niamber  of  leases  in  effect  including  1,250  crop  share  leases  -  6,391. 


To- 


MRS.  N.'J^TA  BAGLEY  SHERLOCK,  Assistant  Commissioner 

Mrs.  Nanita  Bagley  Sherlock,  Assistant  Commissioner,  has  charge  of  the  endless  and 
laborious  task  of  leasing  state  lands  for  agricultural  and  grazing  purposes.  It 
requires  most  painstaking  attention  to  detail  and  a  thorough  understanding  of  the 
problems  of  the  farmer  and  the  stockman.  Mrs.  Sherlock  has  been  highly  successful 
in  the  performance  of  these  exacting  duties  and  does  at  all  times  serve  the  states 
thousands  of  lessees  with  perfect  fairness  and  never-failing  courtesy. 


ADDITIONAL  INFORMATION  IN  REGARD  TO  LEASZTG  MD   RU^TALS 

The  leases  above  tabulated  do  not  include  leases  on  mortgage  lands  nor  lands  in- 
cluded in  state  forests.  All  rentals  from  mortgage  lands  are  kept  entirely  sepa- 
rate from  rentals  on  other  state  lands  and  are  paid  into  the  State  Farm  Loan  Sink- 
ing Fund  under  the  provisions  of  Chapter  127,  Laws  of  1935. 

State  forest  lands  are  not  leased  for  grazing  in  the  sane  manner  as  other  state 
lands,  but  permits  are  issued  by  the  State  Forester  for  grazing  at  very  reasonable 
rates.  For  the  last  fiscal  year  the  fees  for  such  permits  amounted  to  $7,586.98, 
as  shown  by  Table  No.  V  of  this  report.  For  the  previous  fiscal  year  these  fees 
amounted  to  $8,563.12  as  shown  by  Table  No.  I. 

Crop  Share  Leases 

Crop  share  leases  are  authorized  by  Section  30  of  Chapter  60  of  the  1927  Session 
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Laws  (Sec.  1305.30  R.  C.  M«  1935)  and  are  becoming  highly  important  both  to  the 
state  as  lessor  and  to  the  hundreds  of  individual  lessees.  On  June  30,  1932, 
there  were  640  crop  share  leases  in  effect  embracing  181,129.88  acres.  On  June 
30,  1936,  there  were  1,250  crop  share  leases  in  effect  embracing  321,434.82  acres. 

Under  the  law  the  minimum  share  rental  is  one-fifth  of  the  crops  raised  delivered 
at  the  elevator,  and  the  intention  of  the  statute  is  that  the  share  to  the  state 
shall  be  the  same  as  that  commonly  paid  by  lessees  of  privately  owned  land  in  each 
locality.  Under  this  form  of  lease  no  cash  advance  rental  is  required  -  only  the 
regular  fee  of  §2.50  for  issuing  the  lease.  The  quantity  of  grain  delivered  to  the 
state  as  rental  is  in  exact  proportion  to  the  quantity  raised;  in  case  of  total 
crop  failure  the  lessee  is  totally  exempt.  The  system  seems  to  be  perfectly  fair 
and  particularly  helpful  in  these  trying  times. 

More  Than  One  Lease  May  Be  Held  by  the  Same  Person  and  Each 
Lease  May  Contain  More  Than  One  Section  of  Land 

Under  Section  11  of  the  Eaabling  Act  as  orif^inally  written,  the  quantity  of  land 
that  could  be  leased  to  "one  person  or  company"  was  limited  to  one  section.  In 
all  cases  where  state  lands  were  so  situated  that  they  could  be  used  to  advantage 
only  by  one  or  a  few  stockmen,  this  limitation  was  very  troublesome,  and  from  the 
very  beginning  of  statehood  methods  were  devised  by  which  one  person  or  company 
could  in  reality  lease  more  than  one  section. 

An  amendment  to  this  part  of  the  Enabling  Act  was  prepared  by  the  present  Commis- 
sioner of  State  Lands  and  Investments,  which  among  other  things  eliminates  this 
troublesome  restriction.  The  amendment  was  perfected  by  the  late  Senator  .Valsh, 
enacted  into  law  largely  through  his  influence  in  Congress  and  signed  by  the  Pres- 
ident on  May  7,  1932.  (Vol.  47  U.  S.  Statutes,  p.  150). 

This  amendment  to  the  Enabling  Act  was  approved  by  the  State  Legislature  in  1933 
through  Chapter  84* 

By  a  resolution  adopted  on  May  18,  1933,  the  State  Board  of  Land  Commissioners 
limited  the  quantity  of  land  that  may  be  carried  under  one  lease  to  four  sections 
of  adjoining  lands  or  lands  which  naturally  belong  to  the  same  grazing  area.  One 
person  may  hold  more  than  one  lease. 

Chapter  42,  Laws  of  1933 

Chapter  42  of  the  1933  Session  Laws,  practically  speaking,  reduces  grazing  rentals 
on  state  lands  to  one-half  of  the  rates  prevailing  under  former  statutes.  When 
this  legislation  was  discussed  previous  to  its  introduction,  it  was  advocated  as 
emergency  legislation  to  remain  in  effect  for  two  years;  but  no  limitation  appears! 
in  the  bill  as  to  the  time  for  which  the  reduction  should  remain  in  effect.  As  a 
result  it  is  permanent  legislation  until  amended  by  the  legislative  assembly  in 
the  same  manner  as  other  legislation. 

On  June  30,  1932,  the  average  annual  grazing  rental  on  state  lainds  was  10.7  cents 
per  acre.  Please  bear  in  mind  this  was  before  the  enactment  of  the  said  Chapter 
42.  On  June  30,  1936,  after  the  rental  reductions  under  the  said  Chapter  42  had 
come  into  full  force  and  effect,  the  average  annual  grazing  rental  was  5»39  cents 
per  acre. 

It  is  worth  noting  in  this  connection  that  in  1934  the  average  teix  on  privately 
owned  grazing  lands  throughout  the  State  of  Montana  as  reported  by  the  State  Board 
of  Equalization  was  about  6  cents  per  acre.*  The  average  assessed  valuation  of 
such  land  as  returned  by  the  State  Board  of  Equalization  for  the  same  year  was 
§3.23  per  acre.  If  we  figure  that  the  owner  of  these  grazing  lands  had  an  average 
of  §3.23  per  acre  invested,  and  we  figure  interest  at  5%,    the  annual  interest  will 
come  to  16.15  cents.  Add  to  this  the  average  tax  of  6  cants  per  acre,  and  we  will 
arrive  at  a  total  annual  cost  of  using  provately  owned  grazing  lands  of  22.15  cents 
per  acre,  which  is  more  than  four  times  the  annual  grazing  rental  on  state  lands. 
The  conclusions  are  self  evident. 

The  argument  has  constantly  been  used  in  favor  of  rental  reductions  that  it  would 
bring  so  much  more  state  lands  under  lease  that  this  would  more  than  offset  the 
reduction.  To  offset  a  reduction  of  rentals  to  one-half  or  less,  it  would  evident- 
ly be  necessary  to  double  the  lands  under  lease.  This  would  be  impossible  for  the 
simple  reason  that  far  more  than  one-half  of  the  lands  have  always  been  under 


*The  1934  Report  of  the  State  Board  of  Equalization  was  the  latest  available  when 
this  report  was  written. 
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lease  for  a  long  series  of  years. 

As  shown  by  Table  No.  XIV  approximately  3,690,000  acres  were  under  lease  on  J\me 
30,  1936.  As  about  one-half  million  acres  are  in  state  forests,  only  about 
772,000  acres  were  open  to  lease  at  that  time.  At  an  average  rental  of  5.392 
cents  per  acre  this  would  produce  l^iss  than  $42,000.00;  but  as  the  lands  not  now 
under  lease  are  unquestionably  the  poorer  lands,  far  below  the  average,  the  rent- 
al would  not  reach  the  same  average  as  the  better  lands  and  would  not  even  bring 
$42, 000 .00 ♦ 

It  is  evident  that  under  the  reduced  rental  rates  of  Chapter  42  of  the  1933  Ses- 
sion Laws,  the  income  from  grazing  rentals  can  never  be  brought  up  to  what  they 
have  been  in  former  years.  Better  economic  conditions  bring  a  better  income  from 
rentals;  but  with  the  present  grazing  rates  it  will  be  mathematically  impossible 
to  bring  the  income  from  this  source  up  to  the  figures  for  good  years  in  the  past. 

The  total  receipts  from  rentals  on  state  lands  during  the  last  eleven  years  have 
been  as  follows:  .  . 

Year  ending  June  30,  1925 $374,995.61 

1927 ,.  368,112.53 

1928  .......  427,057.38 

1929 423,087.71 

1930 ^  397,652.14 

1931 312,035.58 

1932 211,083.94 

1933 176,002.68 

1934 227,614.43 

1935 233,544.38 

1936 290,252.42 

There  was  some  increase  in  the  acreage  of  lands  under  grazing  lease  during  the 
last  two  years,  but  the  increase  in  rental  receipts  for  the  last  fiscal  year  a- 
rises  mainly  throvigh  better  returns  from  crop  share  leases  following  the  fair 
crops  of  1935. 

Further  Reduction  in  Grazing  Rental 
Would  Have  Vicious  Effects 

Notwithstanding  the  exceedingly  low  rentals  on  state  grazing  lands  now  prevailing, 
talk  is  floating  about  suggesting  further  reductions.  Such  reductions,  no  matter 
in  what  form  and  no  matter  -onder  what  pretext  they  are  advocated,  would  constitute 
a  form  of  robbery  of  the  schools  of  the  State  of  Montana.  The  following  is  quoted 
from  the  1934  report  of  this  department: 

"The  reduction  of  rentals  on  state  lands  below  the  actual  values  would  be  more  far 
reaching  in  its  detrimental  results  than  may  appear  on  the  surface.  If  these  lands 
could  be  leased  at  nominal  rentals  and  the  lessee  could  have  secure  possession 
through  a  long  series  of  years,  there  would  evidently  be  little  or  no  incentive  to 
purchase;  he  would  regard  it  as  rank  foolishness  to  do  so.  The  lands  must  be  sold 
in  order  to  contribute  their  full  share  to  the  upbuilding  and  development  of  the 
state;  and  the  proceeds  from  the  sale  of  the  lands  viill   yield  far  greater  income 
than  the  rentals. 

"It  is  admitted  that  reduction  of  rentals  would  save  money  for  the  lessees;  but 
the  6,151  leases  outstanding  are  in  the  hands  of  less  than  5,000  families,  while 
the  leinds  belong  to  all  the  people  of  the  state,  numbering  more  than  137,000  fami- 
lies. The  land  should  evidently  be  administered  insofar  as  possible  for  the  equal 
advantage  and  benefit  of  all  the  137,000  families  of  the  state;  and  this  cein  only 
be  accomplished  by  administering  the  lands  on  sound  business  principles  in  full  • 
accordance  with  the  Constitution  and  the  Enabling  Act,  which  granted  the  lands  to 
the  State  of  Montana  for  the  support  and  maintenance  of  its  public  schools  and 
higher  institutions  of  learning. 

"As  every  dollar  received  as  rental  accrues  to  the  benefit  of  our  schools,  every 
dollar  lost  in  rental  requires  an  additional  dollar  to  be  raised  through  taxation*" 

Present  Time  Inopportune  for  New  Legislation 
Relating  to  the  Leasing  of  State  Lands 

In  1933  it  was  no  doubt  the  hope  of  our  legislators  that  the  economic  conditions 
throughout  the  state  and  nation  would  be  greatly  improved  during  a  couple  of  years, 
probably  even  restored  to  a  normal  situation.  The  unprecedented  drought  that  has 
prevailed  throughout  great  portions  of  the  United  States,  including  Montana,  dur- 
ing the  last  years  has  prevented  the  anticipated  recovery  in  the  stricken  areas. 
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Conditions  with  regard  to  farming  and  the  livestock  industry  in  Eastern  Montana 
are  not  only  disappointing,  they  are  tragic  and  disastrous;  they  constitute  a 
calamity  to  our  people  and  our  state.  Under  these  conditions  it  appears  that  it 
would  be  unwise  to  attempt  any  new  legislation  dealing  with  the  leasing  of  state 
lands.  In  order  that  legislation  inay  have  some  degree  of  permanency,  it  must  re- 
flect normal  economic  and  financial  conditions. 

The  Taylor  Grazing  Act 

It  is  a  lamentable  fact  that  during  the  last  few  years  Federal  legislation  has 
been  enacted  which  may  have  the  effect  of  seriously  impairing  the  value  of  the 
Federal  Land  Grants  made  to  the  State  of  Montana  and  other  rjestem  States.  In 
June,  1934,  Congress  enacted  into  law  a  bill  sponsored  by  the  Secretary  of  the 
Interior  but  commonly  known  as  the  Taylor  Grazing  Act.  "It  authorizes  the  Secre- 
tary of  the  Interior  to  provide  for  the  protection,  orderly  use,  and  regulation 
of  the  public  ranges,  and  to  create  grazing  districts  with  an  aggregate  area  of 
not  more  than  80  million  acres." 

Generally  speaking  the  objects  of  this  legislation  would  appear  to  be  laudable; 
but  as  far  as  state  lands  are  concerned,  the  difficulty  is  that  they  are  scattered 
throughout  these  grazing  districts  and  that  it  will  be  difficult  to  obtain  reason- 
able rentals  for  lands  so  situated  and  next  to  impossible  to  dispose  of  these 
lands  through  sale.  To  escape  these  evil  effects,  the  Department  of  State  Lands 
and  Investments  of  this  state  has  begged  and  implored  the  Department  of  the  Interi- 
or to  facilitate  the  exchange  and  30nsolidation  of  state  lands  scattered  throughout 
such  grazing  districts.  The  following  is  a  summary  of  the  arguments  presented  and 
the  remedies  suggested! 

1.  The  state  has  more  than  four  and  one-half  million  acres  of  land  largely  inter- 
mingled TTLth  the  lands  of  the  United  States  aggregating  at  this  time  about  six 
million  acres. 

2.  When  grazing  districts  are  created  under  the  Taylor  Grazing  Act,  state  owned 
lands  will  inevitably  become  included  within  the  boundaries  of  these  districts. 

3.  These  grazing  districts  are  somewhat  of  a  cooperative  nature,  and  the  rents  or 
fees  to  be  paid  will  be  negligible. 

4.  It  will  be  next  to  impossible  to  obtain  a  higher  rent  for  school  sections  with- 
in these  districts  than  the  rents  paid  for  lands  of  the  United  States;  the  reve- 
nues for  our  schools  will  thereby  be  drastically  reduced. 

5.  It  will  become  next  to  impossible  to  sell  scattered  sections  of  state  lands 
within  a  grazing  district  at  a  fair  price.  It  is  so  much  cheaper  to  lease  the 
lands  at  nominal  rentals. 

6.  In  this  way  the  operation  of  the  Taylor  Grazing  Act  will  seriously  impair  the 
value  of  the  lands  granted  by  the  United  States  to  the  State  of  Montana  for  the 
support  of  its  schools  and  institutions.  It  will  tend  to  nullify  the  grants  al- 
ready made.  Vie   believe  that  this  is  a  great  injustice  to  the  state. 

7.  In  order  to  prevent  this  impairment  of  the  value  of  the  school  lands  in  the 
State  of  Montana;  and  in  order  that  these  lands  may  continue  to  be  administered  by 
the  officers  of  the  State  of  Montana  as  contemplated  by  the  Congress  of  the  United 
States  in  granting  these  lands  to  the  state,  it  is  necessary  that  these  scattered 
school  sections  be  consolidated  into  suitable  grazing  units.  Unless  this  is  done, 
the  lands  granted  to  the  State  of  Montana  for  the  maintenance  of  our  schools  will 
be  "swallowfid  up"  by  the  grazing  districts.  They  will  cease  to  be  administered  for 
the  benefit  of  the  schools  of  the  state  and  cease  to  yield  any  substantial  revenues 
for  the  support  and  maintensince  of  these  vital  institutions. 

The  Taylor  Grazing  Act  makes  specific  provision  for  the  exchange  of  lands  with  the 
several  states.  The  amendment  to  the  act  approved  June  26,  1936,  brings  out  more 
forcibly  than  the  original  act  the  right  of  the  states  to  make  such  exchanges. 

Under  the  existing  regulations  of  the  Department  of  the  Interior,  any  proposed  ex- 
change between  the  state  and  the  United  States  must  be  examined  by  two  separate 
agencies  of  the  United  States;  first,  by  the  Director  of  Grazing  and  thereupon  "if 
and  when"  approved  by  him,  then  by  the  Director  of  the  Division  of  Investigations. 
The  Department  of  the  Interior  has  not  shown  itself  friendly  to  such  exchanges and 
it  is  evident  that  under  the  regulations  prescribed,  it  would  be  next  to  impossible 
to  effect  exchanges  involving  millions  of  acres  of  lemd.  We  have  therefore  suggest- 
ed the  following  procedure  to  the  Commissioner  of  the  General  Land  Office: 

"If  you  would  send  to  t'ontana  a_  representative  of  the  Director  of  Grazing  and  a 
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representative  of  the  Director  of  the  Division  of  Investigations  to  work  with  our 
field  men,  tentative  exchange  agreements  could  then  be  arrived  at  from  the  very 
beginning." 

This  should  save  a  greet  deal  of  unnecessary  work  and  greatly  expedite  the  proce- 
dure. 

We  are  anxious  to  effect  exchanges  that  will  consolidate  both  the  state  owned  lands 
and  the  lands  of  the  United  States  into  suitable  grazing  units  as  far  as  practica- 
ble. Such  exchanges  and  consolidations  should  also  be  helpful  to  the  stockmen  us- 
ing th«  lands. 

Both  Senator  Wheeler  and  Senator  Murray  have  written  to  the  Commissioner  of  the 
General  Land  Office  recommending  this  simplification  of  land  exchanges  V7ith  the 
State  of  Montana. 

State  Legislation  Formerly  Proposed  Would  Obstruct 
the  Exchange  of  Lands  with  the  United  States 

Notwithstanding  the  fact  that  the  exchange  of  lands  with  the  United  States  and  the 
resulting  consolidation  of  state  lands  into  suitable  grazing  units  is  one  of  the 
most  urgent  problems  in  the  proper  administration  of  state  lands;  notwithstanding 
the  fact  that  it  is  exceedingly  difficult  to  bring  about  these  exchajiges  under 
existing  laws  and  regulations  of  the  United  States;  notwithstanding  all  of  these 
things,  the  legislative  assembly  in  1935  attempted  to  pass  legislation  which  would 
have  made  these  exchanges  and  consolidations  even  more  difficult,  in  fact,  next  to 
impossible.  House  Bill  191  passed  by  the  House  and  Senate  would  have  given  to 
lessees  of  state  lands  a  great  deal  of  power  and  authority  in  passing  upon  proposed 
land  exchanges  with  the  United  States.  It  provided  for  notices  to  be  given  to 
lessees,  for  protests  by  lessees  against  pending  exchanges  and  for  hearings  on 
these  protests.  It  was  a  bold  attempt  to  transfer  a  considerable  part  of  the  power 
that  the  Constitution  has  vested  in  the  State  Board  of  Land  Commissioners  over  the 
administration  of  state  lands  to  lessees  and  users  of  these  lands.  No  ordinary 
business  institution  could  long  continue  to  function  if  the  price  of  its  goods  and 
the  terms  and  conditions  of  the  services  it  renders  vrore  to  be  fixed  and  determined 
by  its  customers.  What  would  happen  to  a  bank  if  the  rate  of  interest  on  its  loans 
and  the  time  and  conditions  of  repayment  were  to  be  determined  by  the  borrowers? 
What  would  happen  to  the  individual  farmer  if  his  lessee  should  fix  the  rentals  and 
tell  him  if  he  should  be  allovTed  to  trade  off  or  sell  his  farm? 

Governor  Frank  H.  Cooney  vetoed  this  legislation  and  his  veto  was  sustained  by  a 

narrow  margin. 

It  should  be  noted  that  under  existing  exchange  regulations  prescribed  by  the  De- 
partment of  the  Interior  ample  publicity  is  given  to  proposed  exchanges.  When  an 
application  has  been  filed  by  the  state  at  a  local  land  office,  such  land  office 
must  publish  a  notice  describing  both  the  lands  offered  in  exchange  by  the  state 
and  the  lands  selected  in  their  place.  The  following  is  quoted  from  the  regula- 
tions: 

"Such  notice  must  be  published  once  a  week  for  four  consecutive  weeks  in  some  des- 
ignated newspaper  of  general  circulation  in  the  county  or  counties  in  which  may  be 
situated  the  lands  offered  to  the  United  States,  and  in  the  same  manner  in  some 
like  newspaper  published  in  any  county  in  which  may  be  situated  any  lands  to  be 
selected  in  exchange  .......  a  similar  notice  will  be  posted  in  the  district 

land  office  during  the  required  period  of  publication." 

It  is  to  be  hoped  that  the  membership  of  the  next  Legislative  Assembly  will  better 
understand  the  urgent  necessity  of  consolidating  state  owned  land  into  suitable 
grazing  units  and  pass  a  mramorial  addressed  to  the  Secretary  of  the  Interior  urg- 
ing simplification  of  the  exchange  regulations  along  the  lines  above  suggested. 

It  is  evident  that  such  consolidation  would  be  of  great  benefit  to  the  lessees  of 
the  lands.  If  four  sections  of  state  lands  or  more  are  consolidated  into  one  body 
it  will  pay  to  fenc?  the  lands,  to  develop  a  water  supply,  otherwise  to  improve  the 
land  and  to  utilize  it  in  accordance  with  the  best  grazing  practice. 

The  Same  Attitude  Toward  the 
Taylor  Grazing  Act  in  Other  States 

Naturally  the  damaging  effects  of  the  Taylor  Grazing  Act  on  the  administration  of 
state  lands  are  the  same  in  the  other  Western  States.  The  school  sections  scatter- 
ed throughout  grazing  districts  will  be  swallowed  up  by  these  districts;  rentals 
will  dwindle  to  negligible  amounts,  and  it  will  be  next  to  impossible  to  sell  the 
lands  at  their  fair  value  as  contemplated  by  the  granting  acts.  The  boards  and 
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42  « 
officers  in  chsirge  of  the  administration  of  state  lands  throughout  these  states 
have  become  thoroughly  aroused  to  the  situation.  A  number  of  meetings  have  been 
held  to  urge  amendments  to  the  Taylor  Grazing  Act  and  simplification  of  the  ex- 
change regulations,  making  it  easier  to  exchangp  scattered  state  lands  for  lands  of 
the  United  States  so  as  to  consolidate  the  state  owned  lands  into  suitable  grazing 
units. 

On  February  11  and  12,  1935,  a  meeting  of  representatives  of  nine  Western  Public 
Land  Grant  States  was  held  at  Denver,  Colorado;  on  June  4,  1935,  a  smaller  meeting 
of  such  representatives  was  held  at  Cheyenne,  Wyoming;  and  on  October  1  and  2, 
1935,  another  meeting  was  held  at  Salt  Lake  City,  Utah.  Strong  resolutions  asking 
for  amendments  to  the  Taylor  Grazing  Act  eind  the  simplification  of  exchange  regu- 
lations were  passed  at  all  the  meetings.  The  resolutions  adopted  at  the  meeting 
in  Salt  Lake  City  suggest  that  the  Secretary  of  the  Interior  shall  prescribe: 

"Regulations  that  will  give  the  states  the  right  to  exchange  a  great  number  of 
tracts  of  state  lands  -  if  necessary,  hundreds  of  separate  tracts  -  for  a  great 
number  of  tracts  of  lands  of  the  United  States  in  one  single  transaction.  The 
state  should  have  the  right  to  select  lands,  whether  located  insid*  or  outside  the 
boundaries  of  a  grazing  district,  without  interference  from  anyone." 

The  resolutions  further  recite: 

"That  in  order  to  expedite  the  exchange  of  lands  between  the  Federal  government 
and  the  states  which  may  desire  such  exchange,  we  recommend  that  upon  application 
of  any  state  for  such  exchange  the  Secretary  of  the  Interior  shall  designate  a 
representative  of  this  department  to  act  with  a  similar  representative  appointed 
by  the  proper  state  land  officials  to  determine  the  relative  values  of  the  lands 
to  be  exchanged." 

The  resolutions  reach  the  following  conclusion: 

"We  feel  that  amendments  along  these  lines  arc  strictly  necessary  in  order  to  do 
justice  to  the  Western  States  in  the  protection  of  the  land  greints  already  made  to 
them  by  the  United  States." 

ThesG  resolutions  are  signed  by  representatives  of  the  States  of  Arizona,  Cali- 
fornia, Colorado,  Idaho,  Montana,  New  Mexico,  North  Dakota,  Utah,  Washington  and 

Wyoming. 
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LEASING  OF  STATE  LAITOS  FOR  OIL  AIID  GAS 
AND  OTHER  IvUNERALS 
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The  leasing  of  state  lands  for  oil  and  gas  exploration  and  development  is  governed 
by  Chapter  108  of  the  1927  Session  Laws  and  amendments  thereto.  (Sees.  1882.1  to 
1882.24,  R.  C.  M.  1935). 

Under  this  legislation,  oil  and  gas  lenses  on  state  lands  are  granted  for  a  period 
not  exceeding  ten  years  and  as  long  thereafter  dxiring  the  term  of  fifteen  years 
commencing  with  the  date  of  the  lease  as  oil  or  gas  in  commercial  quantities  is 
produced  from  the  land.  The  minimum  annual  rental  is  fixed  at  the  flat  rate  of 
seventy-five  cents  per  acre,  but  with  a  minimum  total  rental  under  each  lease  of 
$50.00  per  annum.  No  oil  and  gas  lease  shall  include  more  than  one  section  of 
land,  but  several  leases  may  be  issued  to  the  same  lessee.   (Sec.  1882.2,  R.  C.  M. 
1935) . 

The  statutes  require  that  as  a  general  rule  at  least  one  well  shall  be  drilled 
under  each  lease  within  two  years  after  the  date  of  its  issue,  but  power  and  au- 
thority is  given  to  the  State  Board  of  Land  Commissioners  to  extend  the  time  for 
the  commencement  or  completion  of  such  drilling  from  year  to  year  not  exceeding 
ten  years  from  the  date  of  the  lease  upon  such  terms  and  conditions  as  the  Board 
may  determine.  It  has  been  the  general  practice  of  the  Board  to  grant  such  ex- 
tension of  time  upon  the  payment  of  a  penalty  of  $1.00  per  acre  per  annum.  Such 
extension  of  time  for  drilling  does  not  release  the  lessee  from  the  obligation  of 
drilling  offset  wells.  (Sec  1882.6,  R.  C.  M.  1935). 

During  the  last  fiscal  year  the  penalties  for  failure  to  drill  and  for  extension 
of  time  amounted  to  $9,649.95. 

In  addition  to  these  rentals  and  penalties  for  delay  in  drilling,  there  is  re- 
served to  the  state  a  royalty  on  the  oil  and  gas  produced  and  saved  of  twelve  and 
one-half  per  centum  of  the  production.  In  case  of  heavy  production  a  graduated 
scale  of  higher  royalties  becomes  effective. 

The  royalty  on  gas  is  fixed  at  the  flat  rate  of  twelve  and  ono-half  per  centum. 

The  lessee  is  required  to  furnish  a  surety  company  bond  in  the  amount  of  $1,000.00 
conditioned  for  the  faithful  performance  of  his  obligations  under  the  lease,  and 
the  State  Board  of  Land  Commissioners  reserves  the  right  to  increase  this  bond  if 
found  necessary. 

On  January  22,  1934,  the  State  Board  of  Land  Commissioners  decided  to  advertise 
all  applications  for  oil  and  gas  leases  in  two  issues  of  the  Montana  Oil  Journal 
before  greinting  such  applications.  In  the  case  of  more  than  one  applicant,  the 
lease  will  be  issued  to  the  highest  and  best  bidder. 

All  rentals  on  oil  and  gas  leases  are  credited  to  the  Income  Fund  of  the  school 
or  institution  to  which  the  lands  belong;  all  royalties  are  added  to  the  permanent 
funds.  All  rentals  on  coal  leases  are  regarded  as  payment  of  royalties  for  the 
coal  taken  and  are  therefore  added  to  the  permanent  funds. 

During  the  two  fiscal  years  covered  by  this  report  oil  royalties  amounting  to 
$4,524.24  were  obtained  from  lands  in  and  adjoining  the  townsite  of  Cut  Bank  be- 
longing to  the  Capitol  Building  Grant,  see  Tables  II  and  VI.  With  this  exception 
all  oil  so  far  discovered  on  state  lands  has  been  on  lands  belonging  to  the  public 
schools,  which  constitute  approximately  ninety  per  centum  of  all  state  owned  lands. 


OIL  AND  GAS, 


TABLE  NO.  XV 
COAL  AND  MINIirr  LEASES  IN  EFFECT  JUNE  30,  1936 


Grant 


Number 


Acreage 


Annual  Rental 


Oil  and  Gas  Leases 

Public  School  Lands  117         45,724.95  $35,659.25 

Public  Building  Lands  .........     5  499.29        403.96 

Farm  Loan  Lands 9  2,560.00      1,920.00 

Totals  131*        48,784.24  $37,983.21 

Coal  Leases 

Public  School  Lands  15  3,750.00  $  1,175.00 

*The  annual  rentals  on  the  oil  and  gas  leases  in  effect  on  June  30,  1936,  as  above 

given,  average  a  little  more  than  75{^  per  acre,  resulting  from  granting  leases 
through  competitive  bidding. 
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44. 
Outside  of  coal,  oil  and  gas  leases,  there  were  only  three  mineral  leases  in  ef- 
fect on  June  30,  1936,  as  follows: 


Lease 

No. 


Sec.  Twp.  Hg^*   Acres    County 


Annual 

Rental 


Purpose  for 
Which  Leased 


3.  Part   16  25N  23W 


5.  Part  36   9N  13W 


135 


240 


6.  Parts  20, 

21,28,29  27N  14E     640 


Flathead 


Granite 


Chouteau 


$101.25   Mining  of  Silver, 
Lead,  etc . 

180 .00   Phosphate  Production 
160.00   Gxanite  Quarrying 


So  far  commercial  production  has  not  been  obtained  under  any  of  these  leases  and 
consequently  no  royalties  have  been  received*  On  account  of  lack  of  demand  for 
phosphate  rock  as  fertilizer,  the  holder  of  mining  lease  No.  5  has/ granted  a  mora- 
torium and  the  rentals  during  the  moratorium  have  been  reduced. 


TABLE  NO.  XVI 


RENTALS  AND  ROYALTIES  ON  COAL,  OIL  AND  GAS  LEASES 

COLLECTED  BY  THE  STATE  OF  MONTANA 

From  December  1,    1918,    to  June  30,    1936 


Rentals  and 

Rentals  on 

Fiscal  Year 

Royalties 

Oil  and  Gas 

Oil  and  Gas 

Ending 

On  Coal  Leases 

Leases 

Royalties 

TOTALS 

Nov. 

30, 

1919 

$11,  22^.84 

$15,  243.20 

None 

#26,469.04 

Nov. 

30, 

1920 

11,486.53 

55,901.00 

None 

67,387,53 

Juno 

30, 

1921 

4,539.74 

*29, 601.27 

None 

34,141.01 

June 

30, 

1922 

5,923.20 

*29, 601,27 

$2,759.71 

38,284.18 

June 

30, 

1923 

5,148.53 

83,  430.70 

5,132.25 

93,711.48 

June 

30, 

1924 

4,239.50 

39,832.78 

6,905.82 

50,978.10 

June 

30, 

1925 

1,733.25 

33,950.00 

8,5C4.18 

44,187.43 

June 

30, 

1926 

2,254.64 

32, 300.00 

185, 189 ,46 

219,744.10 

June 

30, 

1927 

1,334.51 

38,260.00 

313,997.30 

353,591.81 

June 

30, 

1928 

2,549.45 

92,849.78 

155, 689 .97 

251,089.20 

June 

30, 

1929 

2,033,90 

56,147.89 

138,805.57 

196,988.36 

June 

30, 

1930 

1,910-23 

93,279.04 

150,471.53 

245.560.80 

June 

30, 

1931 

1,652.41 

59,049.36 

61,477.35 

122,179.10 

June 

30, 

1932 

2,555.00 

34, 093,94 

61,331.76 

97,980.70 

June 

30, 

1933 

1,880.51 

23,671.21 

33,701.30 

59,253.02 

June 

30, 

1934 

2,505.99 

31,924.77 

44,289.94 

78,720.70 

June 

30, 

1935 

2,432.19 

27,929.97 

50,286.68 

80,649.04 

June 

30, 
.S 

1936 

5,018.54 

35,844.59 

85,272.65 

126,135.78 

TOTAI 

$70,323.96 

$812,910.77 

.$1,3^3,816.65  §2 

,187,051.58 

*Re.ntals  for  the  two  years  averaged. 

Of  the  oil  and  gas  royalties  above  listed  §4,524.24  received  during  the  last  two 
fiscal  years  belongs  to  the  Capitol  Building  Grant  and  have  been  expended  in  the 
payment  of  outstanding  capitol  building  bonds.  The  entire  balance  of  the  oil  and 
gas  royalties  above  enumerated  has  come  from  lands  belonging  to  the  public  schools 
and  have  been  added  to  the  Public  School  Pennanent  Fund  of  which  they  have  become 
an  inseparable  and  inviolable  part. 

It  should  be  a  source  of  considerable  satisfaction  to  the  people  of  the  state  that 
a  portion  of  the  proceeds  from  these  natural  resources  has  become  a  part  of  the 
Public  School  Permanent  Fund  and  will  thus  aid  in  the  support  of  education  not  only 
in  the  present,  but  probably  throiagh  centuries  to  come. 
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TABLE  NO.  XVII 
STATE  LANDS  PRODUCING  OIL  AND  GAS,  JUNE  30,  1936 

(A)  State  Lands  Producing  Oil 


45, 


Subdivision 


Sec.  Twp.  Rge.  Acres 


Total  of  State's 

Royalty  Oil  in 

Bbls.  July  1,  1935 

to  June  30,  1956 


Average  Price 
During  Year 

per  Ebl. 


CAT  CREEK  FIELD; 
All 

PONDERA  FIELD: 


16  15N  30E  640 


All 

16 

27N 

4W 

640 

Ri!;VlN-SUNBURST  HELD: 

NWi,    EiSEj 

7 

34N 

IW) 

240 

"V-§S¥i- 

8 

34N 

IW) 

80 

All 

36 

34N 

IW* 

640 

All 

16 

35N 

IW 

640 

Lots  l,2,3,4,E^-SV7i,SEiNWi 

30 

35N 

IW 

266.44 

All 

16 

351T 

2W 

640 

SE^,  SE^NEx 

25 

35N 

2W 

200 

All 

36 

35N 

2W 

640 

w| 

36 

36N 

2W 

320 

CUT  BANK  FIELD: 

All 

16 

32N 

5W 

640 

All   (fractional 

12 

33N 

6W 

118 

Lot  1 

36 

33I\F 

6W 

Lot  4 

25 

33N 

6W 

15 

Ni-,    SE^,    SE^^^ 

w| 

36 

34N 

6\7 

520 

16 

35N 

5W 

320 

4NEi,    Ni-SE^ 

26 

35N 

6W 

160 

tPt 

36 

351J 

6W 

200 

S^NeI-,    tJE^SEi 

27 

36N 

5\V* 

28 

36N 

5VJ* 

160 

TOTALS 


*Produces  gas  also. 


7,199,44 


(B)   State  Lands  Producing  Gas 


173.85 


10,116.16 


282.91 

114,47 
74.22 
4,332.05- 
1,555.46 
2,671.23 
8,830.63 

368.67 


2,931.33 
1,792.22 

381.85 

3,691.86 

949.55 

490  .84 

3,994.84 

25.65 
42,777.79 


$1.48 


1.03 


1.21 

1.24 
1.19 
1.22 
1.20 
1.21 
1.22 
1.19 


1,46 
1.46 

1.42 
1.46 
1.46 
1.43 
1.47 

1.55 


Subdivision 


Sec.   Twp.  Rge.     Acres 


Total  of  State's 
Royalty  Gas  in  M     Average  3=rice 
Cu.Ft.   July  1,1935    During  Year 
to  June  30,    1936     Per  M. Cu.Ft. 


BAKER  FISID; 

NE-t,    N-^NWj,    SE^NT/i,    N^SE^-, 

SE^SE^f,    NE^-SlTj- 
All 
All 

SEi,    y|NEf,    E|N7?i- 

Aii 

SOUTH  OF  CHINOOK: 


16 

8N 

59E 

480 

15, 924 

$0.03| 

36 

8N 

59E 

640 

19,976 

.05 

36 

9N 

5eE 

640 

16,475 

.05 

32 

9N 

59E 

320 

7,225 

.O^i- 

16 

ION 

58E 

640 

4,271 

.05 

Ni 

16 

31N 

19E 

320 

8,350 

BOTDOIN  FIELD: 

All 

36 

32N 

32E 

640 

4,405 

All 

16 

31N 

34E 

640 

25,986 

KEVIN  FIELD: 

All 

16 

33N 

IW 

640 

1,889 

All 

36 

33N 

2W 

640 

5,136 

n|^-,    S|NSt,    N-^-SEt 

16 

34N 

IW 

320 

6,282 

36 

34N 

IW 

320 

1,328 

36 

35N 

3W 

240 

1,326 

.05 


.05 
•05 


.05 
.05 
.05 
.04 
.05 
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46. 


(B)  State  Lands  Producing  Gas  (continued) 


Subdivision 


Sec.  Twp»  Rge.  Acres 


Total  of  State's 
Royalty  Gas  in  M  Average  Price 
Cu.Ft.  July  1,1935  During  Year 
to  June  30,  1936  Per  K. Cu.Ft. 


CUT  BAMK  FIEU); 

mi 

S-^-SvVi 

Se|ne|,  NEi-SE^ 
All 

TOTALS 


2  35N 

11  35N 

9  35N 

27  36N 

34  36N 

27  36N 

28  36N 
36  36N 


5W* 
5W* 

5W* 
5',?* 

5vy* 

5TS* 
5W* 
5W* 


40 
160 
320 

80 
240 

160 

640 

8,120 


20,049  .043 

22, 205  .043 

25, 195  .043 

3, 158  .043 

40,316  .043 

229,496  M  cu.  ft. 


*These  eight  leases  also  produce  114,990  gallons  of  State's  royalty  casinghead 
gasoline  and  24,086  gallons  State's  royalty  butane  for  which  the  lessee  paid  the 
state  2(/   per  gallon. 


The  oil  and  gas  royalties  enumerated  in  these  tables  are  the  royalties  actually 
accruing  to  the  state  during  the  year  beginning  July  1,  1935,  and  terminating 
June  30,  1936.  The  royalty  payments  to  the  state  during  this  period  will  not 
exactly  correspond  as  royalties  are  not  payable  until  the  month  following  the 
month  in  which  the  oil  and  gas  were  produced.  Large  payments  of  delinquent  royal- 
ties from  former  years  were  also  made  during  the  last  fiscal  year.  See  next  head- 
ing. 

Delinquent  Oil  Royalties  Prom 
Dr.  Boris  A.  S.  Aronow  Collected 

The  1934  report  of  this  department  called  attention  to  the  fact  that  a  suit  was 
pending  against  Dr.  Boris  A.  S.  Aronow  of  Shelby  for  payment  of  10,820.86  barrels 
of  royalty  oil  amounting  to  $18,926.46.  The  royalties  have  now  been  paid  in  fv.ll. 
A  dispute  had  arisen  between  Dr.  Aronow  and  the  Texas  Pacific  Coal  and  Oil  Comfany 
as  to  whether  Dr.  Aronow  or  the  Texas  Pacific  Coal  and  Oil  Company  should  make  pay- 
ment for  1,432.09  barrels  of  this  royalty  oil.  Dr.  Aronow  assigned  all  his  right, 
title  and  interest  in  this  royalty  accruing  from  the  Texas  Pacific  Coal  and  Oil 
CompaJiy  to  the  state. 

On  April  15,  1936,  Dr.  Aronow  and  the  United  States  Casualty  Company,  surety  on 
his  bond,  made  the  following  payment: 

For  the  royalty  oil  itself  .....•.>......  $16,561.05 

Interest  2,458.95 

Total $19,000.00 

Later  on  the  Texas  Pacific  Coal  and  Oil  Comjjeuiy  paid 
for  the  1,432.09  barrels  as  follows: 

For  the  royalty  oil  itself   ,,....$  2,489.07 

Interest    ..........    ...  945 .85 

Total ^   5,454.92 

Total  Amount  Received  Under  the  Suit  ...  $22,434.92 

It  amounts  to  this,  that  the  state  received  full  payment  for  every  barrel  of  royal- 
ty oil  involved  at  the  posted  field  price  and  in  addition  thereto  a  premium  of 
twelve  and  one-half  cents  per  barrel  eoid  interest  amounting  in  all  to  more  than 
$3,  500  .00 . 

The  1934  report  also  mentions  the  fact  that  Attorney  General  Raymond  T.  Nagle  had 
brought  suit  against  the  Conrad  Refining  Company  of  Conrad,  Montana,  for  payment 
of  state  royalty  oil  delivered  prior  to  December  31,  1933,  amounting  to  $7,183.77. 

The  state  obtained  two  judgments  against  the  Conrad  Refining  Company,  one  in  the 
sum  of  $5,111.85  and  one  for  $2,947.30.  The  judgment  for  $5,111.85  was  settled 
and  paid  by  the  surety  compEiny,  but  the  judgment  for  $2,947.30  remains  unpaid. 
The  Conrad  Refining  Company  went  into  bankruptcy  and  its  assets  are  being  liqui- 
dated for  the  benefit  of  the  creditors  including  the  state. 
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TABLE  NO.  XVIII 


47  < 


EASMENT  DEEDS  TO  STATE  LAIJDS  ISSUED  FROM 
JDIY  1,  1934,  TO  JUNE  30,  1936. 

(Numbers  2021  to  2209,  inclusive) 


For  7?hat  Purpose 


No.  of 
Deeds 

Issued 


Acres 


"omp 


en sat ion 


Fees 


Rights  of  lay   for  Public 
Highvrays  .«•..••». 

Telephone,  Telegraph,  Pipe  &. 
Power  Lines  *  .  «  •  r  «  • 

School  House  Sites  .  •  •  «  « 

Canals  and  Ditches  .  •  *  *  • 

Cabin  Sites  *.«•••«• 

TOTALS   


108  623.25 

70  79.62 

1  l.CO 

7  85.11 

3  .62 


189    789.60 


112,381,77 


$15,982,74 


$540,00 


2,945.97  350.00 

25.00  5.00 

580.00  35,00 

50.00  15.00 


$945.00 


The  foregoing  tabulation  applies  to  the  easement  deeds  actually  issued  from  July 
1,  1934,  to  June  30,  1936.  Applications  for  right  of  way  easements  are  always 
placed  beforp  the  State  Board  of  Land  Coraraissioners  and  allowed  before  any  deeds 
are  issued;  payment  must  also  be  made  before  the  execution  and  delivery  of  the 
deeds.  In  many  cases  considerable  time  will  therefore  fllapse  between  the  granting 
of  the  application  and  the  actual  issue  and  execution  of  the  deed. 

In  numerous  instances  the  right  of  way  deeds  issued  apply  to  lands  under  purchase 
contract  from  the  State,  and  in  cases  of  this  kind  the  compensation  for  the  ease- 
ment is  frequently  applied  on  installments  on  the  purchase  contract  and  included 
in  the  reports  of  this  department  under  the  heading  "Installments  on  Land  Sales". 
The  items  given  as  compensation  in  the  foregoing  tabulation  show  the  actual  con- 
sideration paid  for  the  easements  obtained  irrespective  of  whether  part  of  the  com- 
pensation was  applied  on  purchase  contracts  or  not. 
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48. 
MORRISON  CAVE  STATE  PARK 

(Located  in  Township  1  North  of  Range  2  TZeat,  Jefferson  County) 

Under  Chapter  111  of  the  1929  Session  Laws,  being  Sections  1842.1,  1842.2  and 
1842.3,  R.  C  M.  1935,  the  State  Board  of  Land  Commissioners  is  authorized  to 
create  and  establish  state  parks,  to  receive  grants  of  land  for  such  parks  and  to 
establish  regulations  for  their  protection,  use  and  preservation.  The  late  Gov- 
ernor Frank  H.  Cooney  took  a  great  deal  of  interest  in  providing  recreational 
areas  for  the  people  of  the  state.  In  October,  1935,  the  late  Governor  appointed 
Mr.  B.  Joe  Wilson  of  Poison,  Montana,  as  State  Park  Authority  to  have  genei^l 
charge  of  work  connected  with  the  selection  and  improvement  of  state  parks. 

Years  ago  a  large  limestone  cavern  was  discovered  in  Section  17  of  Township  1 
North  of  Range  2  West  in  Jefferson  County,  locally  known  as  the  Morrison  Cave, 
being  so  named  after  the  discoverer.  By  proclamation  dated  May  11,  1908,  Presi- 
dent Theodore  Roosevelt  created  this  cavern  and  surrounding  land  into  the  "Lewis 
and  Clark  Cavern  National  Monument".  That  was  before  the  land  had  been  surveyed. 
When  the  tract  had  been  definitely  surveyed  and  a  quit  claim  deed  thereto  had  been 
obtained  from  the  Northern  Pacific  Railway  Company,  another  proclamation  was  is- 
sued by  President  William  H.  Taft  again  creating  this  cavern  and  adjoining  lands 
as  the  "Lewis  and  Clark  Cavern  National  Monument".  This  proclamation  was  issued 
on  May  16,  1911,  and  the  area  of  the  tract  is  given  in  the  township  plat  as 
461.72  acres. 

It  occurred  to  tho  late  Governor  that  the  land  embracing  this  cave  smd  adjoining 
lands  would  be  suitable  for  the  establishment  of  a  state  park.  It  appears  to 
have  been  his  idea  that  title  could  be  obtained  from  the  United  States  to  the  land 
constituting  this  national  monument,  and  the  intended  state  park  could  thus  be 
made  to  include  both  the  cavern  and  the  necessary  areas  of  adjoining  lands. 

The  late  Governor  and  subsequently  the  State  Board  of  Land  Commissioners  made  ap- 
plication to  the  Northern  Pacific  Railway  Compsiny  for  the  grant  of  lands  owned  by 
it  adjoining  and  in  the  vicinity  of  the  Lewis  eind  Clark  Cavern  National  Mon\jment. 
The  railway  company  was  most  generous  in  responding  to  these  applications  and 
made  two  separate  grants  to  the  State  of  Montana  to  be  used  for  park  purposes  em- 
bracing in  all  650.06  acres  located  in  Sections  17  and  21  of  the  same  township 
and  range. 

The  adjoining  Section  16  was  owned  by  the  State  of  Montana  aiid  this  land  was  also 
wanted  for  use  as  part  of  the  proposed  park.  It  should  be  noted  that  Chapter  111 
of  the  1929  Session  Laws  imder  which  the  park  is  being  created  authorizes  the 
State  Board  of  Land  Commissioners  "to  set  aside  any  suitable  tract  or  tracts  of 
state  lands"  for  park  purposes.  The  question  of  whether  or  not  this  authorization 
was  in  accordance  with  the  state  constitution  was  submitted  to  the  Attorney  Gen- 
eral for  his  opinion.  In  an  opinion  written  June  15,  1936,  the  Attorney  General, 
through  Special  Assistant  Attorney  General  Wesley  W.  Wertz,  ruled  that  this  au- 
thorization was  in  conflict  with  specific  provisions  of  the  state  constitution. 
The  opinion  reads  in  part  as  follows: 

"The  State  of  Montana  does  not  own  outright  any  of  the  lands  granted  to  the  State 
by  Congress  but,  as  is  provided  in  Section  1  of  Article  XVII  of  the  State  Consti- 
tution, said  lands  'shall  be  held  in  trust  for  the  people,  to  be  disposed  of  as 
hereafter  provided,  for  the  respective  purposes  for  which  they  have  been  or  may 
be  granted,  donated  or  devised*.  It  follows,  therefore,  that  the  State  Board  of 
Land  Commissioners  may  not  set  aside  for  any  purpose  any  lands  acquired  by  the 
State  under  and  by  virtue  of  the  Enabling  Act  unless  the  'full  market  value  of 
the  estate  or  interest  disposed  of,  to  be  ascertained  in  such  manner  as  may  be 
provided  by  law,  has  been  paid  or  safely  secured  to  the  Statfi'  as  required  by  the 
amendment  to  Section  11  of  the  Enabling  Act  which  amendment  was  approved  by  the 
President  May  7,  1932  and  accepted  by  the  State  of  Montana  by  Chapter  84,  Laws  of 
1933  and  as  required  by  Section  1  of  Article  XVII  of  the  State  Constitution." 

It  was  thereupon  proposed  by  the  board  of  county  commissioners  of  Jefferson  County 
that  it  would  give  the  State  of  Montana  other  lands  owned  by  the  county  of  equal 
or  greater  value  than  this  section  in  exchange  and  that  the  county  would  thereup- 
on deed  this  section  to  the  state  for  park  purposes.  This  proposition  was  ac- 
cepted. The  state  is  to  receive  from  Jefferson  County  in  exchange  for  the  said 
Section  16  all  of  Section  27,  Township  2  North  of  Range  3  West.  The  deal  will  be 
completed  as  soon  as  Jefferson  County  has  established  clear  title  to  the  said 
Section  27. 

A  great  deal  of  work  has  been  performed  by  agencies  of  the  Itoited  States  through 
the  Civilian  Conseri'-ation  Corps.  A  camp  was  established  in  the  vicinity  of  the 
proposed  park  in  August,  1935.  The  cavern  has  been  cleared  up,  passage  ways  op- 
ened up  and  other  improvement  work  performed.  Numerous  trails  have  been  built 
and  at  the  present  time  a  road  building  project  is  under  way  through  the  said 
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Section  16  leading  to  the  cavern.  All  of  this  work  is  being  performed  without  any 
expense  whatever  to  the  State  of  Montana-. 

The  final  act  of  the  State  Board  of  Land  Cornaissi oners  in  creating  the  Ilorrison  Cave 
State  Park  was  not  taken  until  the  :nonth  of  July,  1936,  but  in  order  that  the  en- 
tire proceedings  may  be  available  for  the  information  of  the  public,  the  resolution 
creating  the  first  state  part  in  Montana  is  erabodied  herein.  It  reads  as  follows: 

"CREATION,  ESTABLISHIffiiTT  AIJD  DEDICATION  OF 
MORRISON  CAVE  STATE  PARK 

WIEREAS,  the  Northern  Pacific  Railway  Company  through  warranty  deeds  has  donated 
and  granted  to  the  State  of  Montana  for  park  purposes,  subject  to  the  reservation 
of  all  minerals  therein  and  also  subject  to  rights  of  way,  the  following  described 
lands: 

Lots  four  (4),  five  (5),  six  (6),  seven  (7),  eight  (8),  nine  (9)  and 
north  half  of  northeast  quarter  of  Section  seventeen  (17),  in  Town- 
ship one  (1)  North,  of  Range  two  (2)  ??est  of  the  Montana  Principal  Ve- 
ridian,  containing  according  to  the  United  States  Government  Survey  two 
hundred  sixty-two  and  56/100  (262.56)  acres  (Deed  No.  28247E) ;  and 

North  half  of  Section  twenty-one  (21),  in  Township  one  (1)  North  of 
Range  two  (2)  YJest  of  the  Montana  Principal  Meridian,  also  those  por- 
tions of  lots  one  (1),  two  (2)  and  three  (3)  of  said  section,  lying 
northerly  of  a  line  drawn  parallel  with  and  distant  fifty  (50)  feet 
northerly,  measured  at  right  angles  from  the  center  line  of  the  main 
tract  of  the  Butte  line  of  the  Northern  Pacific  Railway  Company  as  the 
same  is  now  constructed  and  operated;  also  lot  four  (4)  of  said  section, 
excepting  a  strip  of  land  one  hundred  fifty  (150)  feet  wide,  being  fifty 
(50)  feet  wide  on  the  northerly  side  and  one  hundred  (100)  feet  wide  on 
the  southerly  side  of  said  main  tract  center  line,  the  premises  herein 
described  containing  three  hundred  eighty-seven  and  50/100  (387.50) 
acres  (Deed  No.  28341E) ; 

containing  650.06  acres,  more  or  lessj 

WHEREAS,  the  said  lands  adjoin  the  Lewis  and  Clark  National  Monument  located  in 
Section  16,  Township  1  North,  Range  2  77cst,  in  Jefferson  County,  State  of  Montana, 
and  the  land  within  the  said  Lewis  and  Clark  National  Monument  contains  what  is 
commonly  known  as  the  Morrison  Cave,  which  cave  constitutes  a  great  attraction  for 
tourists,  sight-seers,  students  of  natural  vionders,  explorers  and  other  people,  and 
is  annually  visited  by  thousands  of  persons; 

WHEREAS,  the  Department  of  the  Interior  of  the  United  States  through  Civilian  Con- 
servation Corps  (CCC  Camps)  has  expended  raore  than  $21,000.00  in  the  development  of 
the  so-called  Morrison  Cave  in  order  to  make  it  more  accessible  to  the  public;  and 
it  is  expected  that  the  government  of  the  United  States  will  continue  to  expend 
large  sums  of  money  in  the  improvement  of  the  said  cave; 

HTHEREAS,  the  cave  is  now  regarded  as  the  third  largest  cave  in  the  United  States, 
the  Mammoth  Cave  of  Kentucky  ranking  first,  the  Carlsbad  Cave  in  New  Mexico  ranking 
second  and  this  cave  in  the  State  of  Montana  iranking  as  the  third  largest;  and  this 
cave  is  rapidly  becoming  a  great  asset  to  the  State  of  Montana  both  as  a  strong  at- 
traction for  tourists  and  in  the  special  opportunity  that  it  affords  for  the  study 
of  geology; 

■ilHEREAS,  the  aforesaid  lands  donated  and  granted  by  the  Northern  Pacific  Railway 
Company  to  the  State  of  Montana  for  park  purposes,  containing  650.06  acres,  are  need- 
ed for  the  full  enjojmient  of  the  natural  wonders  of  the  said  Morrison  Cave  in  con- 
nection with  the  building  and  construction  of  roads  and  trails  leading  to  the  said 
cave  and  for  camping  and  recreational  purposes; 

WHEREAS,  we  deem  the  said  lands  suitable  for  camping  and  recreational  purposes  and 
find  that  they  are  required  for  the  building  and  construction  of  roads  and  trails 
connecting  the  said  cave  with  public  highways,  railroads  and  other  means  of  trans- 
portation; £ind 

WIEREAS,  authority  has  been  vested  in  the  State  Board  of  Land  Commissioners  of  the 
State  of  Montana  by  Chapter  111  of  the  Laws  of  the  State  of  Montana  of  1929  (Sees. 
1842.1,  1842.2  and  1842.3  of  the  Revised  Codes  of  Montana  of  1935)  to  set  aside 
land  \inder  its  administration  for  public  camping  and  recreational  uses  as  State 
Parks  and  to  create  and  establish  State  Parks; 

NOW,  THEREFORE,  BE  IT  RESOLVED,  ty  this  Board  that  we  do  hereby  set  aside  all  of 
the  said  lands  donated  and  granted  by  the  Northern  Pacific  Railway  Company  to  the 
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50. 
Statp  of  Montana,  containing  650.06  acres,  for  public  canping  and  recreational  uses, 
and  we  do  hereby  create,  establish  ^  dedicate  the  Morrison  Cave  State  Parll  -olud- 
ing  all  of  the  said  lands." 

Tt  should  be  noted  that  the  State  Board  of  Land  Commissioners  has  not  taken  any 
action  whatever^th  regard  to  attempting  to  obtain  title  from  the  Unxted  States 
To  he  T^aZnZne,   within  the  boundaries  of  the  Lewis  and  ^lark  ^/-^/^^i^^^ 
Monument.  Officially  the  Board  has  not  reached  any  decision  on  this  POint.  The 
question  n^y.  of  course,  be  raised  if  it  would  not  be  advantageous  to  the  state  to 
St  MS  national  monument  remain  in  its  present  status  as  ''^-i;'T^\ll,ll\llZ; 
bility  result  in  substantial  appropriations  from  the  Treasury  of  the  United  States 
for  its  improvement,  maintenance  and  adudni strati on. 
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EXCHANGE  OF  TIMBER  LANDS  BETWEEN  THE  STATE  AITD  ^'^' 

TIIE  ANACOOTA  COPPER  MH-IING  COMPAJTY 

Under  the  provisions  of  Chapter  100  of  the  1931  Session  Laws  being  Sees.  1995.1  to 
1995.6,  R.  C.  M.,  1935,  the  State  Board  of  Land  Commissioners  has  authority  to  ex- 
change state  timber  lands  for  other  timber  lands  of  equal  or  higher  value  when  such 
exchange  in  the  opinion  of  the  Board  will  be  in  the  public  interest. 

At  a  meeting  of  the  State  Board  of  Land  Commissioners  held  February  21,  1936,  the 
State  Forester  placed  before  the  Board  a  proposed  exchange  of  timber  lands  between 
the  Anaconda  Copper  Mning  Company  and  the  State  of  Montana  which  exchange  would 
result  in  consolidating  the  state  o^vned  timber  lands  into  more  compact  bodies  and 
otherwise  be  of  advantage  to  the  state.  The  proceedings  were  carried  on  in  full 
accordance  with  the  provisions  of  the  statutes  and  the  proposed  exchange  was  adver- 
tised in  the  Daily  Missoulian  on  March  15,  22  and  29,  1936.  This  notice  gives  com- 
plete information  in  regard  to  the  entire  transaction  and  is  therefore  reproduced 
herein,  as  follows: 

"NOTICE  OF  PROPOSED  EXCHANGE 

OF 

STATE  FOREST  LAITOS 

FOR 

FOREST  LAiroS  OF  THE  ANACONDA  COPPER  MINING  COMPANY 

in  the  Bitterroot  Valley 

Under  the  provisions  of  Chapter  180,  Lav.'s  of  1931,  the  Anaconda  Copper  Mining  Com- 
pany has  proposed  to  the  State  Board  of  Land  Commissioners  of  the  State  of  Montana 
to  exchange  certain  timber  lands  owned  by  it  for  certain  timber  lands  owned  by  the 
State  of  Montana  and  belonging  to  its  grant  for  Public  Schools  and  to  its  grant  for 
Public  Buildings. 

The  lands  offered  in  exchange  by  the  Anaconda  Copper  Mining  Company  are  described 
as  follows: 

Part  of  Section        Sec .  No .   Twp.  North    Rge.  West  Acreg 

Lot  4,  S^mi,m^S^  1  IN  19W  120.17 

Lots  l,2,Sr;iffi4-  '  5  »  "  161. 2C 

SE^^4-,  NE^SEi  14  ••  "                80 

Nfe^,  NElsWr.'NWjSEi  22  "  •'  160 

Ni|,E-|SvS^,w4sE;j,SlJsEj  23  "  "  360 

SW-JsW^-  "      24  "  ♦»                40 

NW^NeI-,  SE^SVTi,  SEi  26  »  "  240 

Si^tI-SB:^,  E^-SEjt'  27  ••  "  12C 

EsNE^j'sEi'seI  34  •»  "  120 
NEt>NE^,  W-lNEi,  NW|,  W^SVjJ 

NEiSWi~Nw|sE|  35  »  "  440 

S^  '         '  10  2N  "  160 

E-|NEi,W|  17  ♦•  "  398 

w|  "  20  w  "  316.59 

SiNWi.J^Sl^  23  ♦'  "  160 

SW^,  SWJseJ'  24  "  "  200 

All  25  "  "  64C 
3>T-lm-:-,  E^NEi,  l^^^fNE^-, 

NEt-SE^r.NWjSVTfr"  26  **  "  240 

n|se|  '      -    -  27      •»         "  sr 

S-^Sff:^  28  "  "  80 

EjSW^  29  »♦  "  79.58 

NE^N^,  S-^N'.7t:,  SlVi-  32  "  "  279.18 

N|NEi-'             -■        -  ^  ,,  ,^  ^ 

l^mi  35        •♦  "  8C 

Total  Acreage 4,636.72 

Th»  state  lands  proposed  to  be  given  in  exchsmge  are  described  as  follows: 

Part  of  Section         Sec.  No.   Twp.  North   Twp.  West  Acres 
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Total  Acreage 

The  State  Forester  has  caused  a  thorough  examination  and  investigation  to  be  made 
of  all  lands  involved  in  such  proposed  exchange;  has  roade  a  written  report  to  the 
State  Board  of  Land  Conmissi oners  ecabracing  all  of  such  lands  giving  the  area  of 
each  tract  concerned;  the  estimated  amoimt  of  each  species  of  timber  thereon;  the 
estimated  value  thereof;  giving  consideration  to  every  knovm  factor  relating  to 
such  proposed  exchange;  and  concluding  that  the  proposed  exchange  would  be  for  the 
best  interest  of  the  state,  and  recoiamending  that  the  Board  approve  the  exchange* 

At  a  meeting  held  February  21,  1936,  the  State  Board  of  Land  Commissioners  examined 
the  said  report  of  the  State  Forester;  concluded  that  the  proposed  exchange  would 
be  in  the  public  interest,  in  tliis  that  it  would  increase  the  value  of  the  state 
owned  lands  in  question;  gave  its  preliminary  approval  to  the  exchange;  and  ordered 
a  notice  of  the  proposed  exchange  to  be  published  in  the  Daily  Missoulian,  a  news- 
paper of  general  circulation  in  Ravalli  County,  in  which  all  the  said  lands  are 
located. 

The  State  Board  of  Land  Comniisnioners  will  meet  at  its  usual  meeting  place  in  the 
State  Capitol  on  Wednesday,  April  8,  1936,  to  hear  objections  to  the  proposed  ex- 
change. Any  person,  firm  or  corporation  may  appear  in  person  or  by  representative 
and  be  heard  thereon. 

T!IE  STATE  BOARD  OF  LAND  COMMISSIONERS 

By    I.  M.  BRArrojORD,  Secretary." 

No  objection  whatever  was  raised  by  anyone  against  the  pending  exchange. 

Abstract  of  title  was  furnished  by  the  Anaconda  Copper  Mining  Company,  and  both  this 
abstract  and  the  warranty  deed  conveying  the  land  to  the  state  were  examined  and 
approved  by  the  Attorney  General. 

Both  the  lands  exchanged  by  the  state  and  the  lands  received  by  the  state  were  con- 
veyed without  any  mineral  reservations. 

The  final  approval  of  the  completed  exchange  was  given  by  the  State  Board  of  Land 
Commissioners  on  July  30,  1936. 

The  state* s  land  was  conveyed  to  the  Anaconda  Copper  Mining  Company  through  patent 
D-55  and  this  patent  describes  both  the  lands  granted  by  the  state  and  thp  lands 
received  in  exchange. 
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ITBUZED  STATEMMTS  OF  INVi:STf.IE:>ITS  IJIADE  Fl^OM  55. 

JULY  1,  1934  TO  JTOTE  30,  1936 

The  following  tables  numbered  XKEand  XXTI constitute  a  complete,  itemized  and  ex- 
act statement  of  all  investments  in  bonds  and  warrants  actually  made  by  this  de- 
partment from  July  1,  1934,  to  June  30,  1936*  The  total  of  these  investments  for 
the  first  of  these  two  fiscal  years  is  $758,862»51,  and  the  total  for  the  second 
fiscal  year  is  $2,560,082.80,  making  a  total  of  §3,318,945.31  for  the  two  years. 

The  tables  show  the  actual  payments  made  during  these  two  years  for  bonds  and 
warrants  purchased.  As  a  general  rule  bonds  are  not  available  for  delivery  and 
payment  at  the  time  they  are  sold.  The  tables  show  all  the  warrants  and  bonds 
that  were  actually  paid  for  during  the  two  year  period. 

It  will  be  noted  that  a  few  of  the  payments  for  bonds  are  in  odd  amounts.  This 
is  due  to  the  fact  that  in  some  cases  bonds  were  not  presented  for  payment  until 
after  the  first  installment  had  become  due,  and  in  cases  of  this  kind  the  first 
coupon  was  clipped  from  the  bond  before  it  was  presented  for  payment  eind  the 
principal  of  the  bond  was  reduced  accordingly. 

From  year  to  year  the  State  Board  of  land  Commissioners  has  authorized  its  secre- 
tary to  purchase  on  behalf  of  the  Board  individual  bond  issues  of  not  more  thsm 
$10,000.00  each  without  consulting  the  Board.  This  practice  r/as  followed  through- 
out the  two  year  period  covered  by  this  report.  In  the  case  of  all  bond  issues 
above  $10,000.00,  the  authorization  of  the  Board  has  been  obtained  before  placing 
bids. 

The  proceedings  for  every  bond  issue  purchased,  without  any  exception  whatever, 
has  received  the  uniqualified  approval  of  the  Attorney  General  before  payment  was 
made. 

Table  No.  Ill  found  in  the  early  part  of  this  report  constitutes  a  summary  and 
classification  of  the  investments  listed  in  Table  No.  XXI. 

Table  No.  VII  constitutes  a  summary  and  classification  of  the  investments  listed 
in  Table  No.  XXII. 

Tables  No.  Ill  and  No.  VII  contain  considerable  additional  information  in  regard 
to  these  investments. 
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THE  MOMTAIIA  TRUST  MID   LEGACY  KCID  59. 

The  State  of  Montana  has  provided  for  its  people  simple  and  reliable  machinery  for 
investin/i  and  safeguarding  miscellaneous  funds  for  the  benefit  of  scientific,  edu- 
cational, benevolent  ar.d  charitable  work.  As  far  as  the  writer  knows,  no  other 
state  in  the  Union  has  made  provision  for  rendering  this  kind  of  service  to  its 
people.  European  countries  have  numerous  and  elaborate  organizations  and  a  great 
deal  of  legislation  dealing  with  this  problem.  The  Montana  plan  for  this  service 
originates  in  Article  xn  of  the  State  Constitution  enacted  by  the  legislative  as- 
sembly in  1923  and  approved  by  the  people  of  the  state  at  the  general  election  on 
November  4,  1924.  It  provides  among  other  things  that  the  state  will  accept  gifts, 
donations,  grants  and  legacies  in  any  amount  or  value  of  not  less  tlian  $250.00  each 
for  the  benefit  of  scientific,  educational,  benevolent  and  charitable  work;  hold  the 
same  in  trust,  invest  them  safely  in  good  securities  and  apply  the  net  earnings  as 
directed  by  the  giver,  subject  to  certain  limitations. 

Iftider  Section  10  of  this  article  of  the  constitution,  a  great  number  of  funds  may 
be  administered  as  parts  of  the  Montana  Trust  and  Legacy  Fund.  This  section  reads 
as  follows: 

"The  State  of  Montana  shall  accept  for  investment  and  administration  together  with 
the  aforesaid  funds  constituting  the  Montana  Trust  and  Legacy  Fund,  but  as  separa- 
ble parts  thereof,  sinking  funds,  perriianent  funds,  and  cumulative  funds  belonging 
to  the  state  and  its  political  subdivisions,  and  also  other  funds  designated  by  the 
legislative  assembly,  when  requested  to  do  so  by  the  authorities  having  the  care 
and  custody  of  such  funds.  All  such  funds  and  the  accrued  interest,  less  the  state 
compensation  hereinafter  fixed,  shall  be  repaid  when  due.  The  provisions  of  this 
section  shall  not  apply  to  the  public  school  funds  of  the  state,  which  school  fund 
shall  be  administered  separately  as  already  prescribed  by  the  constitution." 

These  provisions  of  the  constitution  are  more  fully  carried  out  in  Chapter  70  of  the 
1929  Session  Laws  (Sees.  5668.19  to  5663.34,  R.  C  M.  1935). 

Under  the  Adriini  strati  on  of 
the  State  Board  of  Land  Co-miissi oners 

Let  it  not  be  thoughtlessly  assumed  that  it  would  be  an  easy  matter  for  a  private 
citizen  of  limited  means  to  provide  machinery  of  his  own  suitable  for  the  safe  and 
perpetual  administration  of  his  gift.  For  the  very  wealthy  man  it  is  possible  to 
build  up  an  organization  that  will  endure  for  some  time;  but  for  the  person  of  mod- 
erate means  this  would  be  next  to  impossible.  The  administration  of  funds  that  are 
to  endure  for  a  long  time  is  pre-eminently  a  function  of  government;  that  state 
alone  possesses  that  duration  of  existence  and  permanency  of  organization  which  is 
absolutely  necessary. 

The  constitution  and  the  statutes  provide  that  the  State  Board  of  Land  Commissioners 
shall  have  charge  of  the  investment  aiid   adj.iinistration  of  all  such  funds  entrusted 
to  the  state;  in  other  '.7ords,  the  Governor,  Superintendent  of  Public  Instruction, 
Secretary  of  State  and  Attorney  General.  This  Board  already  has  under  its  adminis- 
tration the  Public  School  Permanent  Fund  and  the  permanent  funds  belonging  to  veiri- 
ous  state  institutions.  The  bond  investments  belonging  to  these  funds  now  exceed 
$13,000,000. 

The  possibilities  and  usefulness  of  the  plan  are  well  exemplified  through  its  actual 
operation: 

On  Juno  30,  1936,  the  Montana  Trust  and  Legacy 
Fund  Consisted  of  the  Following  Items 

Escheated  Estates  Fund  .  «  » $173,319.15 

The  Senator  '^alsh  Endowment  Fund 5,000.00 

Orphans*  Home  and  T.  B.  Society  Fond «  962.16 

Soldiers'  Home  Welfare  Fund 4,832.70 

State  Land  Department  Unclaimed  Checks  Pond   •  .  *  • .  472  .SS 

University  Scholarship  and  Prize  Funds: 

Philos  S.  Bennett  Prize  .«•  $452.00 

Class  of  1904  Prize   .•..•«  402.00 

Anne  Lewis  Joyce  Memorial   •«*.««.«...«  251 .DC 

C,  A.  Duniway  Prize 400 .00  1,505.00 

TOTAL $186,091.86 
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How  Invested  60* 

County,  City  and  School  District  Bonds  .........  $182, 923 #32 

Cash  on  Hand  With  State  Treasurer   •«..«....  *     5, 168»54 

TOTAL ...♦.., $186,091.86 

During  the  last  calendar  year  the  total  interest  collected  on  investments  belonging 
to  this  fund  was  $7,417.01.  Of  this  a:.iount,  5%  was  credited  to  the  State  General 
Fund  amounting  to  $'370,85,  leaving  the  sura  of  $7,046.16  as  net  earnings  to  be  ap- 
portioned to  the  various  participating  funds.  These  net  earnings  slightly  exceeded 
5%   figured  on  the  average  investment  of  each  fund  diu-ing  the  calendar  year. 

Owing  to  the  decreasing  interest  rates  on  investment s,  it  will  bo  impossible  to 
maintain  this  rate  of  earnings. 

The  Various  Funds  Discussed 

VThenever  a  person  dies  and  has  no  known  heirs  or  next  of  kin,  any  property  that  he 
leaves  "escheates  to  the  state",  that  is,  the  title  to  the  propertj'  goes  to  the 
state;  but  a  long  time  is  allowed  by  our  statutes  for  possible  heirs  to  show  up  and 
present  their  claims.  In  a  state  li^ce  Montana  with  a  great  transient  population 
such  as  miners  and  laborers  in  the  woods,  a  great  many  persons  die  without  any 
known  heirs.  L/Iany  hundreds  of  estates,  the  great  majority  of  them  very  small,  have 
in  this  way  become  the  property  of  the  state.  Estates  not  claimed  will  eventually 
find  their  way  into  the  Public  School  Permanent  Fund  under  the  provisions  of  Sec- 
tion 2  of  Article  XI  of  the  State  Constitution.  On  June  7,  1928,  the  State  Board  of 
Examiners  and  the  State  Board  of  Land  Commissioners  transferred  §75,000  from  the 
Escheated  Estates  Fund  to  the  Public  School  Permanent  Fund. 

Naturally  it  is  a  good  thing  to  provide  for  the  investment  of  the  numerous  small 

amounts  making  up  this  fund. 

The  earmings  of  the  endovmeut  of  the  late  Senator  Thomas  J.  Walsh  are  to  be  used  as 
prizes  for  research  in  agriculture  carried  on  by  students  at  the  State  College  at 
Bozeman.  The  practice  has  been  and  is  to  give  this  prize  in  the  form  of  a  fellow- 
ship for  the  student  receiving  the  award  for  this  kind  of  research  work.  It  is  al- 
together probable  that  this  wise  endowment  from  Senator  Walsh  will  perpetuate  his 
name  long  after  the  Teapot  Dome  has  been  forgotten. 

The  Soldiers'  Home  Welfare  Fund  will  not  formally  and  technically  become  a  part  of 
the  Montana  Trust  and  Legacy  Fund  until  December  31,  1936. 

The  purposes  of  the  various  other  snail  funds  now  constituting  the  Montana  Trust 
and  Legacy  Fund  need  no  explanation. 

To  illustrate  further  how  this  investment  plan  may  be  of  use  to  the  state,  it  may 
be  mentioned  that  Chapter  179  of  the  1935  Session  Laws,  which  provides  for  state 
insurance  of  public  buildings,  also  provides  that  the  "State  Insurance  Fund  shall 
be  invested  and  administered  as  part  of  the  Montana  Trust  and  Legacy  Fund".  It 
will  be  remembered  that  the  state  insurance  plan  was  rejected  by  the  voters  at  the 
recent  election;  but  if  any  unexpended  money  should  remain  in  the  fund,  it  will  be 
invested  as  part  of  the  Montana  Trust  and  Legacy  Fund  awaiting  its  final  disposition. 

Safety  of  Investment 

All  bonds  issued  by  the  subdivisions  of  the  State  of  Montana  since  March,  1923, 
must  be  payable  on  the  amortization  plan  or  serially;  that  is  part  of  the  principal 
borrowed  must  be  repaid  in  annual  or  serai -annual  installments.  This  arrangement 
vastly  increases  the  safety  of  the  investment  in  such  bonds.  We  are  purciiasing 
many  bond  issues  which  would  be  utterly  unsafe  if  they  were  not  repayable  before 
the  end  of  twenty  years,  but  which  are  excellent  investments  when  repayable  on  the 
amortization  plan. 

Advantages  of  Joint  Investment 

To  find  suitable  investments  for  each  one  of  the  small  separate  funds  now  making  up 
the  Montana  Trust  and  Legacy  Fund,  would  be  next  to  impossible  and  it  would  be 
even  more  impossible  to  find  suitable  investments  for  the  driblets  of  repayments  on 
each  one  of  these  small  investments.  The  funds  would  simply  remain  idle  and  bring 
no  more  returns  than  the  talent  that  the  slothful  servant  buried  in  the  ground. 
Hence  this  unified  investment  plan.  Both  the  constitution  and  the  statutes  provide 
that  all  these  miscellaneous  funds  shall  be  invested  as  one  common  fund  to  be  known 
and  designated  as  the  Montana  Trust  and  Legacy  Fund.  At  the  end  of  each  year  the 
State  Treasurer  shall  ascertain  the  amount  of  interest  collected  during  that  year 
on  all  of  the  funds  constituting  the  Montana  Trust  and  Legacy  Fund,  jjay  over  to  the 
state  one-twentieth  of  the  interest  collected  and  credit  each  and  every  fund  with 
its  share  of  the  balance  or  net  earnings.  These  net  earnings  are  to  be  paid  over 
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61. 
to  the  beneficiaries  or  added  to  the  fund  itself  in  accordance  with  the  directions 
of  the  giver. 

Under  this  joint  investment  plan  the  funds  may  at  all  times  be  kept  closely  invest- 
Bd;  all  funds  large  or  small  will  receive  the  same  attention,  the  same  advantage  of 
good  investments  and  the  same  rate  of  interest.  The  plan  will  also  automatically 
insure  every  fund  against  loss  to  the  full  extent  of  the  aggregate  amount  of  all 
the  funds.  In  case  of  loss,  the  loss  would  automatically  distribute  itself  among 
all  the  funds.  No  fund  will  be  extinguished  unless  all  the  funds  are  extinguished. 
In  case  of  any  sudden  demand  upon  any  one  of  the  funds,  the  entire  cash  balance  of 
all  the  funds  is  available. 

Supreme  Court  Justices  a  Supervisory  Board 

Our  constitution  and  statutes  provide  for  additional  safeguards  in  the  investment 
administration  of  these  miscellaneous  trust  funds  contributed  by  individual  citi- 
zens. While  the  State  Board  of  Land  Commissioners  has  direct  charge  of  the  admin- 
istration of  funds,  this  administration  is  subject  to  the  supervision  of  the  Jus- 
tices of  the  Supreme  Court.  The  constitution  itself  provides  that  "It  shall  be  the 
duty  of  the  supervisory  board  to  do  and  perform  all  acts  and  things  that  it  may 
deem  necessary  in  order  to  cause  the  board  and  officers  having  direct  charge  of 
these  funds  to  adiiiinister  the  saine  carefully  and  wisely......" 

The  opinion  of  the  Justices  of  the  Supreme  Court  on  points  arising  in  the  adminis- 
tration of  the  funds  has  already  been  solicited  and  received.  It  does  not  involve 
the  usual  court  procedure,  but  simply  a  request  from  some  officer  or  person  direct- 
ly interested  in  the  administration  of  the  funds.  On  July  7,  1932,  the  court  hand- 
ed down  a  constructive  and  helpful  interpretation  of  provisions  governing  the  ad- 
ministration of  the  act. 

The  Plan  Should  be  Extended  by  Constitutional  Amendment 

It  has  already  been  mentioned  in  this  statement  that  under  Section  10  of  Article 
xn  of  the  State  Constitution  the  public  school  funds  of  the  state  shall  not  be  in- 
vested and  administered  as  part  of  the  Montana  Trust  and  Legacy  Fund.  The  reason 
for  making  this  exception  was  that  when  this  amendment  to  the  constitution  was  in- 
troduced, the  unified  investment  plan  had  not  been  tried  in  the  State  of  Montana, 
and  opposition  might  therefore  have  developed  against  including  these  funds.  The 
plan  has  now  been  tested  out;  the  Montana  Trust  and  Legacy  Fund  has  become  a  reali- 
ty. The  plan  works  well. 

This  article  of  the  constitution  should  be  so  amended  that  the  Public  School  Perma- 
nent Fund  and  all  the  large  funds  arising  from  the  Federal  land  grants  to  the  State 
of  Montana,  could  be  invested  and  administered  as  parts  of  the  Montana  Trust  and 
Legacy  Fund. 

The  unified  investment  plan  here  recomnended  does  not  represent  a  new-fangled  idea; 
it  is  not  an  untried  scheme;  on  the  contrary,  i t  i s  a  tested  plan  that  has  been 
followed  by  every  bank  and  banker  througlgout  civilisation  for  centuries.  How  would 
a  banker  transact  business  if  he  had  to  find  a  suitable  investment  for  <  r  oh  separate 
deposit?  The  unified  investment  plan  has  been  found  absolutely  necessary  for  in- 
vestments made  by  banks  and  bankers .  The  constitution  should  be  so  amended  that 
this  plan  could  bo  applied  to  all  the  funds  under  the  administration  of  the  state 
and  subject  to  long  teim  investment. 

Under  this  proposed  plan  we  could  develop  a  financial  institution  of  growing 
strength  and  power  and  of  immeasurable  help  in  carrying  out  the  numerous  and  in- 
creasing function  of  the  modern  state. 

A  Deep  Human  Appeal 

So  far  we  have  discussed  this  plan  in  terms  of  dollars  and  cents  -  we  have  listened 
to  the  "jingle  of  the  guinea"  and  the  clink  of  the  coin.  These  things  are  essential 
in  our  economic  life;  but  the  plan  possesses  even  a  stronger  appeal  to  human  nature. 
The  deepest  craving  of  life  is  the  longing  to  make  life  fuller  and  richer  and  add 
to  the  number  of  its  days.  This  craving  is  found  in  the  worm  in  the  dust,  in  the 
stag  in  the  forest  and  in  man  through  all  his  realm.  Iten   even  has  a  longing  reach- 
ing beyond  the  years  of  his  natural  life.  He  aspires  to  be  remembered  in  future 
years.  Hence  stately  memorial  temples  have  been  built  and  great  monuments  erected 
with  tablets  and  inscriptions;  there  are  millions  of  tombstone  and  slabs  of  wood 
smeared  with  paint  throughout  the  world  in  memory  of  those  who  are  no  more.  All 
these  memorial  temples,  monuments,  shafts  of  stone  and  slabs  of  wood  smeared  with 
paint,  are  mute  cries  to  the  heavens  to  put  off  for  a  few  years  the  inevitable 
doom  of  endless  oblivion. 

This  plan  for  the  perpetual  administration  of  gifts  for  benevolence  and  charity 
meets  this  undying  aspiration  and  answers  this  universal  cry  in  a  limited  and  feeble 
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62. 
way.  It  makes  ample  provision  for  remembering  the  names  of  the  givers.  The  con- 
stitution itself  provides  that  the  State  Treasurer  shall  keep  a  permanent  record  of 
all  such  gifts  and  donations  shoning  the  namos  of  the  givers,  the  purpose  of  their 
contributions  and  other  information  relating  thereto.  "A  duplicate  of  this  record 
shall  be  kept  by  the  Secretary  of  State.  These  records  shall  be  preserved  perpetu- 
ally as  a  lasting  memorial  to  the  givers  and  their  interest  in  society." 
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RECEIPTS  FROM  STATE  LAMDS  AND  THE  PER-IAl'IEITT 
FUNDS  BY  YEARS 

Income  and  Receipts 
for  Permanent  Funds 

Prior  to   1896 $       172,190.71 

Diiring  1896 38,185.23 

1897 101,755.98 

1898 126,833.71 

1899 200,195.20 

1900 200,275.25 

1901 293,335.75 

1902 353,584.63 

1903 338,279.13 

1904      .....    ....  389,812.60 

1905 , 357,790.52 

1906 651,352.62 

1907 829,480.06 

1908 805,  105.35 

1909 434,429.96 

1910 826,836.01 

1911 695,771.74 

1912 1,306,892.75 

1913 1,223,857.96 

1914   . • 1,122,205.27 

1915 1,219,502.97 

1916 1,657,639.21 

1917   1,812,812.29 

1918  . 1,828,712,43 

1919 2,263,728.95 

1920 , 1,770,070.57 

1921  (Dec.  1,  1920,  to  June  30,  1921)   699,653.74 

1922   1,290,891.25 

1923  .....  .....  .  1,408,325.48 

1924  (Up  to  June  30) 1,183,456.66 

TOTAL $25,663,054.98 


Receipts  For 


Income 

Pemanent  Funds           Totals 

July  1, 

1924 

. 

Junp 

30, 

1925-   .    . 

,    .  $1,101,763.73 

1360,994.55 

$1,462,758.28 

July  1, 

1925 

- 

June 

30, 

1926    .    . 

,    .      1,276,841.10 

645,211.40 

1,922,052.50 

July  1, 

1926 

- 

Jiuie 

30, 

1927    .    .    . 

,    .      1,403,869.20 

697,056.60 

2,100,920.80 

July  1, 

1927 

~ 

June 

30, 

1928    .    . 

.      1,583,485.78 

703,791.39 

2,287,277.17 

July  1, 

1928 

«* 

June 

30, 

1929    .    . 

,    .      1,588,916.71 

745,245.45 

2,334,162.16 

July  1, 

1929 

m. 

June 

30, 

1930    .    . 

►    .      1,536,964.63 

563,716.54 

2,100,681.17 

July  1, 

1930 

- 

June 

30, 

1931    ,    .    . 

.      1,314,364.67 

344,701.33 

1,659,066.00 

July  1, 

1931 

- 

June 

30, 

1932    .    .    . 

.      1,020,005.16 

255, 130 .44 

1,275,135.60 

July  1, 

1932 

~ 

June 

30, 

1933    .    .    . 

992,896.98 

173,472.02 

1,166,369.00 

July  1, 

1933 

- 

June 

30, 

1934    .    ,    . 

.      1,085,334.20 

238,733.90 

1,324,068.10 

July  1, 

1934 

- 

June 

30, 

1935    .    .    , 

.      1,267,699.79 

315,898.07 

1,583,597.86 

July  1, 

1935 

- 

Jvme 

30, 

1936    .    .    . 

.      1,236,095.95 

435,922.52 

1,672,018.47 

GRANT  TOTAL   ...    

, §46,551,162,09* 

*Grand  total  froi:i  beginning  of  Staoe  Land  Office. 

Up  to  June  30,  1924,  the  figures  in  the  foregoing  table  represent  both  the  actual 
income  and  receipts  for  the  permanent  funds.  Beginning  with  July  1,  1924,  the 
income  is  shown  separately  from  the  receipts  for  the  permanent  funds  as  indicated 
in  the  table;  but  the  receipts  for  the  permanent  funds  for  these  ten  fiscal  years 
do  not  include  repayments  on  bonds,  warrants  and  other  investments;  only  the 
original  receipts  for  these  permanent  funds  are  here  shown  except  that  they  do 
include  repayments  on  state  fann  mortgages;  Table  No.  X  of  this  report  does  not 
include  repayments  on  mortgages.  For  an  itemized  statement  of  all  receipts  both 
for  the  income  and  the  permanent  funds  see  Tables  numbered  I,  II,  V  and  YI. 


The  table  includes  all  receipts  for  the  Capitol  Building  Fund  and  in  later  years 
receipts  for  the  Montana  Trust  and  Legacy  Fund  and  other  minor  items  not  arising 
directly  or  indirectly  from  the  Federal  land  grants. 
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AI-INUAL  APPORTIONTffiNT  OF  THE  INCOME  FROM  THE  PUBLIC  SCHOOL  PERMAICENT  RJNDS,    ETC., 

TO  THE  SCHOOL  DISTRICTS  OF  THE  STATE 


Amount 

Year  in  Which  Apportioned Apportioned 

1889   to   1896 $  51,027.60 

1897 17,731.56 

1898 28,630.98 

1899 41,561.52 

1900      .....  80,428.50 

1901 105,842.20 

1902 138,905,00 

1903 168,019.80 

1904 169,786.65 

1905 183,356.75 

1906 205,360.50 

1907 217,494.00 

1908 227,071.90 

1909 250,380.00 

1910 305,793.75 

1911      .........  266,415.00 

1912 345,404.50 

1913  .   «    ........  419,096.00 

1914 513,144.00 

1915 632,085.00 

1916      .    •    « 713,291.25 

1917 810,991.50 

1918      ...    ......  877,536.00 

1919 890,873.50 

1920 , 969,755.00 

1921 954,418.20 

1922 785,082.90 

1923 936,794.40 

1924      .......    892,363.54 


Number  of 

Persons  of 

Amount 

School  Age 

Per  Caisita 

39,252 

$1.30 

42,218 

.42 

46,179 

.62 

49,478 

.84 

53, 619 

1.50 

57,212 

1.85 

61,736 

2.25 

64, 623 

2.60 

66, 583 

2.55 

69, 195 

2.65 

70,814 

2.90 

72,498 

3.00 

73, 249 

3.10 

77,040 

3.25 

81,545 

3.75 

88,805 

3.00 

98, 637 

3.50 

104, 774 

4.00 

114, 032 

4.50 

126,417 

5.00 

135,865 

5.25 

147,453 

5.50 

159,552 

5.50 

161,977 

5.50 

161, 625 

6.00 

156,426 

6.10 

160,211 

4.90 

160,410 

5.84 

157,  745 

5.67 

(Table  No.  XXIV  continued  on  following  page.) 
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TABLE  NO.   XXVI 

COST  OF  admhhstration 


68, 


July  1,  1934 

July  1,  1935 

to 

to 

June  30,  1935 

June  30,  1936 

Salaries: 

Commissioner  »#•••..>.••.•••«,$  3,600.00 

Assistant  Commissioner 2,4-00.00 

Other  Salaries  ,  «  ......  15,603.08 

1.  Official  Bonds  130.00 

2.  Postage 1,247.00 

3.  Telephone  and  Telegraph 26C  .60 

4.  Record  Books  and  Blanks  ............  645.20 

5.  Sundry  Office  Supplies  .............  623.11 

6.  U.  S.  Land  Office  Fees 4.00 

7»  Legal  Advertising  for  Lieu  Lands  ........  37 .00 

8.  Legal  Advertising  -  Applications  for  Patent.  •  *  308. OC 
9*  Expense  of  Land  Sales: 

1.  Advertising  »•......>.......  71.50 

2.  Mileage  and  Expense  .......  37.05 

10.  Advertising  -  Leasing  Oil  and  Gas »  44.00 

11.  Printing  Resolutions  »•  ..♦».». 

12.  Abstract  Fee  Paid  ...»..».»»*....  5.00 

13.  Traveling  Expense,  Bond  Sales,  etc.   ......  135.32 

14.  Industrial  Accident  Insurance  *  .  30.87 

15.  Furniture  and  Equipment, Repairs  and  Machinerj'-  »  387.00 

Totals $-25, 568.73 


$  3,600.00 

2,400.00 

15,703.60 

120.00 
625.00 
256.26 
318.98 
495.82 


210 .00 

702.52 

84.29 

22*50 

7.57 

92.70 

17.58 

865.78 

§25,522.60 


FIELD  DIVISION 

Under  Chief  Field  Agent 

1.  Salaries #4,500.00  $8,340.00 

2.  Traveling  Expenses  &  Other  Operating  Expenses  »   1,568.05  5,721.24 

Totals  for  Field  Division  .  .  *  $5,068.05  |14,061.24 

Total  Cost  for  Department .  $31,636.78  $39,583.84 


Some  variations  will  be  found  betvreen  the  foregoing  tabulation  and  the  figures  in 
the  office  of  the  State  Accountant  both  in  totals  and  in  classification.  In  many 
cases  the  classification  is  a  matter  of  choice  and  differences  will  therefore  nat- 
urally arise.  The  other  differences  arise  from  the  fact  that  expenditures  in- 
curred are  not  always  charged  against  the  appropriations  at  the  same  tine  in  both 
offices.  Claims  are  charged  up  in  each  office  when  they  reach  that  office. 

The  low  expenditures  in  field  division  for  the  fiscal  year  terminating  June  30, 
1935,  is  due  to  the  fact  that  there  was  no  appropriation  for  assistant  field  agents 
during  that  fiscal  year. 
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HISTORY  OF  THE  FEDERAL  LAI'lD  GRAITTS  69. 

(Reproduced  fron  the  Last  Biennial  Report) 

As  nearly  all  the  affairs  of  this  department  appear  to  orif;inate  in  certain  land 
grants  from  the  Federal  Government  to  the  State  of  Montana,  it  seems  appropriate 
to  give  a  brief  history  of  these  grants.  But  let  us  not  blindly  ass\ime  that  these 
land  grants  constitute  the  real  origin;  by  such  assumption  we  should  fail  to  real- 
ize their  deeper  significance.  Back  of  these  macnificent  (^ifts  there  lies  a  great 
purpose;  and  to  understand  this  purpose  we  must  imdersteind  the  spirit  that  actuated 
the  givers  -  the  Rithers  of  this  Republic  -  and  the  age  in  which  they  lived* 

The  idea  and  purpose  of  the  federal  land  grants  date  back  to  an  age  that  represents 
a  great  turning  point  in  human  affairs,  especially  in  the  sphere  of  government  and 
social  organization,  but  at  the  3ai.ie  tine  an  age  of  darkness  and  gloom  and  narrow- 
ness and  poverty  as  coinpared  with  the  richer,  larger  and  sunnier  life  prevailing 
throu3hout  large  portions  of  the  civilized  world  today.  In  that  age  a  government 
in  which  all  the  people  had  some  share  was  practically  unknown;  the  education  of 
the  masses  had  never  been  tried  and  was  dreamt  of  only  by  a  very  few;  whatever  en- 
joyment and  comfort  and  culture  there  were  for  a  sniall  portion  of  society  rested 
very  largely  upon  the  enforced  toil  and  drudgery  of  the  masses,  and  even  upon  the 
actual  coraiaercial  ownership  of  a  great  number  of  human  beings  by  others  through  the 
black  institution  of  slavery. 

But  in  this  same  age  there  also  lived  a  growing  number  of  altruistic  men  endowed 
with  sympathetic  comprehension  of  human  life  and  inspired  with  visions  of  its  lib- 
eration and  enrichment.  In  the  ninds  of  these  there  gradually  dawned  a  luminous 
truth,  a  guiding  light  -  the  consciousness  of  the  worth  and  value  and  dignity  of 
the  common  individual  human  life.  Listen  to  the  immortal  words  of  Thomas  Jefferson 
in  the  Declaration  of  Independence:  "77e  hold  these  truths  to  be  self-evident: 
That  all  men  are  created  equal;  that  they  are  endowed  by  their  Creator  with  certain 
inalienable  rights;  that  among  these  are  life,  liberty  and  the  pursuit  of  happi- 
ness." These  truths  embody  a  deep  realization  of  the  essential  equality  of  all 
men,  a  profound  respect  and  a  devout  esteem fbr  human  life  as  such,  and  they  breathe 
the  fruitful  spirit  of  living  sympathy  with  a  striiggling  race.  It  is  in  reality 
the  spirit  of  awakening  humanity  itself  speaking  through  the  founders  of  a  nation. 

In  this  spirit  and  on  these  principles,  our  forefathers  founded  the  most  stupendous 
experiment  in  democracy  that  the  would  ever  saw;  and  it  is  worth  noting  that  this 
spirit  and  these  principles  still  remain  among  the  most  vital  forces  in  improving 
political  government  and  social  organization.  It  was  the  earnest  faith  and  fervent 
hope  of  the  fathers  that  this  form  of  government  more  than  any  other  would  insure  a 
high  degree  of  liberty,  foster  equality,  and  "aid  in  the  pursuit  of  happiness". 
They  also  realized  that  in  order  to  make  this  form  of  government  a  successful  and 
enduring  institution  it_  was  necessary  to  educate  the  masses.  So  they  encouraged 
the  establishment  of  public  schools  and  inaugurated  the  policy  of  granting  lands  to 
aid  in  their  perpetual  maintenance. 

The  earliest  educational  land  grants  which  I  have  been  able  to  discover  date  back 
to  the  Continental  Congress.  On  May  20,  1785,  this  body  passed  an  ordinance  re- 
serving "the  lot  ilo.  16  of  every  township  for  the  maintenance  of  public  schools 
within  the  said  township".  This  ordinance  of  the  Continental  Congress  applied  only 
to  the  "Western  Territory",  embracing  the  present  states  of  Wisconsin,  Illinois, 
Indiana,  Ohio  and  Michigan;  but  from  the  grants  then  made  developed  the  general 
policy  of  the  United  States  of  granting  lands  for  the  support  of  schools.  It  was 
gradually  extended  to  all  new  states  having  public  lands,  and  the  grant  was  in- 
creased to  cover  two  or  more  sections  in  each  township. 

The  adoption  of  this  policy  is  undoubtedly  one  of  the  great  events  in  American 
history.  The  Public  School  has  wrought  mightily  in  the  marvelous  making  of  America. 
It  has  been  a  great  power  in  liberating  and  enriching  the  life  of  the  individual, 
and  it  has  proved  itself  the  most  powerful  agency  under  the  control  of  the  state 
for  moulding  the  various  axid  numerous  elements  of  our  population  into  one  people 
and  one  nation. 

There  is  one  other  act  in  the  development  of  the  land  grant  policy  of  the  United 
States  which  has  had  such  far-reaching  effects  that  it  is  more  than  worthy  of  spe- 
cial mention.  This  is  the  Morrill  Act,  so  named  after  its  author,  Justin  SCiith 
Morrill,  of  Vermont.  He  served  as  a  member  of  the  House  of  Representatives  from 
1854  to  1866  and  was  a  member  of  the  Senate  from  1867  to  his  death  in  1898.  Brief- 
ly stated,  the  act  that  he  formulated  provides  for  granting  "to  the  several  states" 
thirty  thousand  acres  of  land  for  each  senator  and  representative  in  Congress  for 
the  "endowment,  support  and  maintenance  of  at  least  one  college  where  the  leading 

object  shall  be to  teach  such  branches  of  learning  as  are  related  to 

agriculture  and  the  mechanic  arts  ....»••  in  order  to  promote  the  liberal  and 
practical  education  of  the  industrial  classes  in  the  several  pursuits  and  professims 
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of  life".  This  Act  was  first  passed  by  Congress  in  1857  but  vetoed  by  President 
Buchanan.  It  was  passed  a  second  time  in  1862  and  approved  by  President  Lincoln 
on  July  2  of  that  year.  Numerous  amendatory  and  supplementary  acts  have  been 
passed  since  that  tiriic  Under  these  acts  some  seventy  colleges  have  been  estab- 
lished throughout  the  Union. 

It  is  impossible  to  estimate  thoaiormous  benefits  that  have  resulted  from  these  in- 
stitutions to  a  country  and  in  an  ace  in  which  "agriculture  and  the  mechanic  arts" 
have  played  such  a  dominant  part  in  the  forward  march  of  civilization  and  in  the 
liberation  and  enrichment  of  hui:ian  life. 

The  federal  land  grant  policy  was  made  applicable  to  the  State  of  Montana  mainly 
through  the  Enabling  Act,  admitting  the  state  into  the  Union.   (25  Stat.  676). 
Section  14  of  the  so-called  Organic  Act,  creating  the  Territory  of  Llontana  "re- 
served'^ sections  sixteen  and  thirty-six  in  each  township  for  school  purposes;  but 
the  real  grant  is  made  through  the  Enabling  Act.  ?Cinor  grants  for  various  purposes 
have  been  made  through  subsequent  acts.  The  following  statement  enumerates  all  our 
land  grants,  showing  the  acreage  of  each,  and  makes  reference  to  the  acts  under 
which  they  were  made: 

Federal  Land  Grants  To  The  State  Of  Montana 

Public  School  Grant.   (Sec.  10  of  Enabling  Act,  25  Stat.  676) 

This  grant  embraces  Sections  16  and 
36  of  each  township  of  the  state  out- 
side permanent  national  reservations, 
and  makes  provision  for  selecting  lieu 
lands  for  such  of  these  sections  that 
have  been  lost  to  the  State.  Total 
grant  about -..««...  5,188,000  acres 

State  University  Grants . 

Section  14  of  the  Enabling  Act  grants 
seventy-two  sections,  to  be  sold  for 
not  less  than  $10.00  per  acre,  the  pro- 
ceeds to  constitute  a  permanent  fund, 
"the  income  thereof  to  be  used  exclu- 
sively for  university  purposes";  total 
grant  ...  .........  ••.«.•     46,080  acres 

The  Act  of  Congress  approved  March  9, 

1904,  (33  Stat.  64)  grants  the  south 

half  and  the  south  half  of  the  north 

half  of  Sec.  26,  Twp,  13N.,  of  Rge.  19 

West,  adjoining  the  original  campus 

"for  university  purposes"  •  »  .<  .•  •  ••         480  acres 

The  Act  of  Congress  of  March  3,  1905, 

(33  Stat.  L.  1080)  grants  160  acres  for 

a  biological  station;  this  land  has  been 

selected  on  Blue  Bay  on  Flathead  Lake  .  .      ISO  acres 


Total 46,720  acre^ 


Agricultural  College  Grants. 

Sec.  16  of  Enabling  Act  Grants  •  .  «  .  .    90,000  acres 

(This  is  really  the  Morrill  Grant  made 

applicable  to  Montana.)  Sec.  17  of 

Enabling  Act  makes  an  additional  grant 

of  .  . 50,000  acres 


Total   .  .  .  .  t 140,000  acres 

Grant  for  School  of  Mines. 

Sec.  17  Enabling  Act «  .  100,000  acres 

Grant  for  State  Nonnal  Schools. 

Sec.  17  Enabling  Act  « 100,000  acres 


i:: 


r:j      ,^'0', 


*=':.-iZ  :'v.    ,: 


4->*«f*=«» 


•       *«**»»^»** 


*»»««« 


-•       *       » 


,  ,    ."  ,    -J  ..;.«*t(,  : 


ff  *  IB  I  f 


*        •        »i        » 


»        •        *        » 


S        »       ■•        *         *        * 


««*»»*»*4 


"C*-!  piv"-';.*!'"'*^': 


VI 
state  Reform  School  Grant. 

Sec.  17  Enabling  Act  «.*......«  50,000  acres 

Deaf  and  Dumb  Asylum. 

Sec*  17  Enabling  Act  .  •  «. 50,000  acres 

Grants  for  Public  Buildings  at  the  State  Capital; 

Sec.  12  of  Enabling?  Act 32,000  acres 

Sec.  17  of  Enabling  Act ♦  ♦  .    150,000  acres    182,000  acres 


Total  of  all  these  grants «  •  5,856,720  acres 

Minor  Grants 
Mlitia  Gamp. 

The  Act  of  Congress  approved  February  13,  1891,  (26  Stat.  748),  grants  to  the  State 
of  Montana  one  section  of  land  within  the  abandoned  R)rt  Ellis  Military  Reservation 
in  Gallatin  County  for  a  permanent  militia  camp  "or  other  public  uses".  The  state 
selected  the  following  lands  for  these  purposes: 

SEt^-SE-I-,  Sec.  10;  the  N^r,  the  SW^-,  the  TJ-hSE^   and  ME-^SE^  of  Section  15,  all  in  Twp. 
2S.,  of  Rge.  6E.  By  State  Senate  concurrent  resolution  approved  January  30,  1923, 
this  land  is  now  dedicated  to  the  Agricultural  Experiment  Station. 

Gremt  for  Soldiers*  Home. 

The  Act  of  March  2,  1895  (28  Stat.  938),  authorizes  the  Governor  of  the  State  of 
Montana  to  select  two  sections  of  land  within  the  abandoned  Fort  Maginnis  Military 
reservation  in  Fergus  County,  "for  the  maintenance  of  a  soldiers*  home,  or  for 
other  public  purposes".  But  the  act  further  provides  that  these  lands  shall  be  in 
part  satisfaction  of  the  lands  already  granted  to  the  state  by  section  17  of  the 
Enabling  Act,  and  consequently  this  act  does  not  increase  the  total  grants  to  the 
State.  The  State  selected  a  total  of  1275.61  acres  in  sections  1  and  2  of  Twp. 
16N.,  of  Rge.  20E.,  and  in  Sections  34  and  35  of  Twp.  17N.,  or  Rge.  20E.,  and  de- 
ducted this  acreage  from  the  State  Reform  School  Grant. 

Grajit  for  Agricultural  and  Manual  Training  School. 

The  Act  of  Congress  approved  February  11,  1915  (38  Stat.  807),  authorizes  the  grant-, 
ing  to  the  State  of  Montana  of  2,000  acres  of  land  at  the  price  of  $2.50  per  acre 
within  the  abandoned  Fort  Assiniboine  Indian  Reservation  for  the  establishment  of 
an  "agricultural,  manual  training  or  other  educational  institution".  The  land 
carried  with  it  valuable  buildings.  By  act  of  the  State  Legislature  approved  March 
8,  1913,  the  State  of  Montsina  had  alreadj^  made  a  provision  for  consummating  this 
deal  with  the  United  States,  and  had  established  and  located  "The  Northern  Montana 
Agricultural  and  Ifenual  Training  School"  at  Fort  Assiniboine  (Sections  917  to  925 
of  the  Revised  Codes  of  1921).  The  two  thousand  acres  of  land  were  subsequently 
selected  in  Sections  21,  22,  27,  28,  29,  32,  33  and  34  of  Twp.  32N.,  of  Rge.  15E., 
in  Hill  Coxmty. 

State  Penitentiary. 

The  last  three  lines  of  Section  15  of  the  Enabling  Act  read  as  follows:  "The  peni- 
tentiary at  Deer  Lodge  City,  Montana,  and  all  lands  connected  therewith  and  set  a- 
part  and  reserved  therefor,  are  hereby  granted  to  the  State  of  Montana".  As  far  as 
known  this  is  the  smallest  land  grant  made  to  the  State,  embracing  a  little  less 
than  nine  and  three-fourths  acres,  but  it  has  an  interesting  history  which  has  been 
furnished  by  Frank  Conley,  a  former  warden  of  the  State  Penitentiary,  a  summary  of 
which  is  as  follows: 

Under  date  of  October  20,  1864,  J.  S.  Penberton,  C.  A-  Broadwater,  and  others  in- 
corporated as  the  Deer  Lodge  Town  Company  and  by  the  same  instrument  they  also 
"pre-empted"  under  a  certain  townsite  act  32  acres  of  unreserved  land  on  the  Deer 
Lodge  River. 

Under  date  of  January  16,  1868,  these  incorporators  proceeded  to  plat  this  land  as 
"Deer  Lodge  City,  in  Deer  Lodge  County,  Montana  Territory".  The  plat  was  filed  for 
record  in  Deer  Lodge  County  August  5,  1869. 

Under  date  of  March  3,  1866,  this  townsite  oompemy  deeded  certain  blocks  to  the 
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72. 
United  States  of  America  in  consideration  of  the  s\im  of  $500.00  for  penitentiary 
purposes. 

Under  date  of  June  29,  1868,  the  same  tovmsite  company  executed  a  quit  claim  deed 
to  the  United  States  of  America  covering  thft  same  land  in  order  to  convey  better 
title.  This  conveyance  covers  all  of  Blocks  90,  104,  115  and  parts  of  Blocks  89, 
105,  114  and  parts  of  certain  streets,  containing  in  all  420,320  square  feet,  ac- 
cording to  the  plat  of  Deer  Lodge  City  at  that  time. 

Since  that  time  the  plat  has  been  changed  and  according  to  Frank  Conley  the  land 
above  described  is  the  same  as  Blocks  52,  53,  62  and  the  Eg  of  Blocks  63  and  67  of 
the  present  tomnsite. 

It  appears  that  at  the  time  of  these  conveyances  to  the  United  States,  the  Deer 
Lodge  Tovm  Company  had  not  obtained  good  title  from  the  United  States  to  the  land 
embraced  vathin  the  townsite.  Under  date  of  June  15,  1872,  the  United  States  of 
America  issued  a  patent  to  D»  P.  Newcomer,  Probate  Judge  of  Deer  Lodge  County, 
Montana  Territory,  to  the  land  originally  pre-empted  by  the  tovmsite  ccmpany  and 
platted  as  Deer  Lodge  City  to  be  hold  "in  trust  for  the  several  use  and  benefit  of 
the  occupants  of  the  townsite  of  Deer  Lodge  according  to  their  respective  interestsP 
There  is  no  record  of  any  conveyance  from  Judge  Newcomer  to  the  State  of  Montana, 
but  the  last  three  lines  of  Section  15  of  the  Enabling  Act,  above  quoted,  do  un- 
doubtedly give  title  to  the  State  of  Montana  to  the  land  in  question  together  with 
all  buildings  and  improvements  thereon. 

The  complete  history  of  the  penitentiary  grant  has  been  presented  to  the  State 
Historical  Library. 
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NEW  LEGISLATION  NEEDED  73. 

In  the  discussion  of  various  topics  throughout  this  report,  attention  has  been 
called  to  a  number  of  changes  in  legislation  that  appear  advisable.  For  the  sake 
of  convenient  reference,  all  these  various  proposals  for  new  legislation  are  enu- 
merated here  together  with  others,  even  though  it  will  result  in  some  repetition. 

1.  Proposed  Refunding  of  Capitol 
Building  Bonds 

Beginning  on  page  twenty- four  of  this  report  comprehensive  and  detailed  information 
is  given  in  regard  to  the  various  issues  of  Capitol  Building  Bonds.  On  June  30, 
1936,  the  entire  unpaid  balance  on  these  bonds  was  $576,177,  all  of  which  was  held 
by  this  department.  Of  this  amount  $418,000  was  issued  in  1909,  nearly  thirty 
years  ago,  and  $100,000  was  issued  in  1911,  some  twenty-five  years  ago.  The 
$418,000  will  become  due  on  May  1,  1939,  and  the  $100,000  will  become  due  October 
1,  1941. 

All  these  bonds  and  the  interest  thereon  are  payable  from  the  receipts  arising  from 
the  Capitol  Building  land  grants.  So  far  no  payment  on  these  bonds  has  been  made 
from  any  other  source.  The  annual  interest  charge  at  this  time  is  nearly  $29,000, 
and  during  the  last  nine  years  the  total  annual  receipts  from  the  grants  have  aver- 
aged a  little  less  than  $32,000.  It  is  therefore  quite  evident  that  it  would  take 
an  unconscionable  length  of  time  to  repay  these  bonds  from  the  Capitol  Building 
land  grants.  It  is  probable  that  the  state  has  already  paid  approximately  $1,0X^)00 
as  interest  on  these  bonds  and  the  perpetual  payment  of  large  sums  of  interest  is 
not  the  road  to  riches  either  for  the  individual  or  the  state.  Unless  something  is 
done  by  the  Legislature,  the  bulk  of  these  bonds  will  soon  be  in  default. 

It  is,  therefore  suggested,  that  the  Legislative  Assembly  enact  legislation  author- 
izing the  State  Board  of  Examiners  to  issue  amortization  refunding  bonds  for  the 
full  amount  of  the  bonds  outstanding  on  January  1,  1937,  drawing  interest  at  the 
rate  of  4?J  per  annum,  payable  in  semi-annual  installments  during  a  period  of  ten 
years  from  the  date  of  issue.  If  we  assume  the  amount  of  this  issue  to  be  $575,000, 
the  semi-annual  installment  would  come  to  $35,165.11  and  the  annual  installments  to 
$70,330.22. 

Judging  from  the  past  we  can  figure  on  average  annual  receipts  from  the  Capitol 
Building  land  grants  toward  the  payment  of  these  installments  of  at  least  $30,000 
per  annum,  leaving  not  to  exceed  $40,000  which  would  have  to  be  provided  from  some 
other  sources.  The  funds  invested  in  these  bonds  belong  to  the  pennanent  school 
fund  and  the  permanent  funds  of  the  various  state  institutions,  all  of  which  are 
guaranteed  by  the  state  against  "loss  or  diversion**  (Article  XI,  State  Constitution^ 
This  will  give  the  state  legislature  the  constitutional  power  to  make  payment  from 
other  sources  than  the  Capitol  Building  grant. 

No  doubt  other  buildings  will  soon  be  required  as  adjuncts  to  the  state  capitol, 
and  it  would  appear  to  be  sound  business  practice  to  pay  off  the  old  indebtedness 
before  contracting  new  indebtedness  for  similar  purposes. 

2»  Proposed  Amendments  to  State  Farm 
Loan  Legislation 

This  proposed  legislation  has  already  been  discussed  somewhat  in  detail  under  the 
head  "State  Farm  Mortgage  Loans"  beginning  on  page  thirty-three.  The  biennial  re- 
ports of  this  department  for  the  years  1928,  1930,  1932  and  1934  contained  specific 
recommendations  for  legislation  through  which  the  state  would  make  good  its  guaran- 
tee against  any  loss  resulting  from  its  investment  of  between  four  and  five  million 
dollars  from  the  Public  School  Permanent  Rmd  in  state  farm  mortgage  loans.  The 
Legislative  Assembly  of  1935  enacted  Chapter  127  (Sees.  1218.1  to  1218.6,  R.  C  M. 
1935)  in  response  to  these  recommendations.  The  act  recognizes  the  liability  of 
the  state  for  the  funds  invested  and  promises  to  repay  the  total  principal  together 
with  interest. 

This  legislation  suffers  from  two  vital  defects: 

a.  Interest  Rate  Too  Lou.  The  original  interest  rate  on  state  farm  mortgage  loans 
was  6%.     The  bill  laid  before  the  State  Legislature  proposed  that  the  state  should 
undertake  to  pay  interest  on  the  balance  remaining  from  time  to  time  unpaid  at  the 
rate  of  i'fo  per  annum,  but  through  amendment  the  interest  rate  was  reduced  to  2%  per 
annum.  Needless  to  say,  this  is  not  just  and  fair  to  the  Public  School  Permanent 
Fund  nor  to  the  schools  throughout  the  state  to  which  the  fund  belongs.  The  inter- 
est rate  was  probably  reduced  under  the  mistaken  idea  that  this  would  save  money 
for  the  taxpayers  of  the  state;  but  it  is  evident  that  the  diminished  school  income 
resulting  from  this  cut  in  the  interest  rate  will  increase  the  amount  that  must  be 

raised  by  direct  taxes  on  property  in  school  districts  throughout  the  state.  No 
saving  will  result. 
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74. 
The  just  and  fair  thing  to  do  will  be  to  amend  this  legislation  by  raising  the 
interest  rate  to  4^»  It  will  be  objected  that  this  interest  rate  is  high  based  on 
exceedingly  low  rates  now  prevailing.  In  all  probability  it  will  take  approximate- 
ly forty  years  to  repay  this  indebtedness  and  the  rate  should  be  based  on  the  long 
time  trend  and  not  on  the  exceptional  conditions  prevailing  at  the  present  time. 

b.  Additional  Funds  Should  Be  Provided  For  Repayment  of  the  Loans.  The  act  itself 
provides  no  funds  for  the  payment  of  interest  and  repayment  of  the  principal  of  the 
loans  except  the  receipts  from  the  mortgage  lands  themselves,  such  as,  rentals, 
proceeds  from  the  sale  of  the  lands,  interest  on  deferred  payments,  etc.  In  the 
long  run  these  receipts  might  not  be  sufficient  to  pay  interest  at  the  rate  of  4^ 
per  annum,  much  less  to  repay  the  principal.  It  is  evident  that  if  no  additional 
funds  are  provided  for  repaying  the  indebtedness,  the  proceeds  from  the  sale  of 
the  lands  will  eventually  be  used,  at  least  in  part,  for  the  payment  of  interest. 
In  that  case  the  assets  will  gradually  disappear,  and  the  state  will  be  left  with 
a  large  balance  of  this  indebtedness  on  its  hands  without  corresponding  assets. 

The  act  itself  takes  cognizance  of  these  circumstances  and  indicates  that  addi- 
tional funds  should  be  provided.  The  second  paragraph  of  Section  5  of  the  act 
reads  as  follows: 

"All  other  moneys  received  by  the  State  Treasurer  from  any  other  source  than 
that  of  the  state  general  fund  provided  by  the  Legislative  Assembly  for  the 
repayment  to  the  public  school  permanent  fund  of  the  aforesaid  amount  invested 
in  state  farm  mortgage  loans  shall  also  be  placed  in  the  said  state  farm  loan 
sinking  fund.** 

It  was  not  thought  wise  to  designate  in  the  act  itself  what  other  funds  should  be 
made  available.  It  is  not  an  alluring  thing  either  for  an  individual  or  a  state 
to  acknowledge  an  old  debt  and  make  provision  for  its  repayment*  If  specific 
funds  for  the  repayment  of  the  indebtedness  had  been  designated  in  the  bill,  it 
would  probably  have  failed  of  being  enacted  into  law.  Additional  revenues  should 
be  provided  in  the  approximate  amount  of  §100,000  per  annum,  and  this  will  probably 
require  a  separate  act  in  place  of  an  amendment  to  the  present  act.  Even  with  this 
additional  money  it  will  probably  take  forty  years  for  the  full  repayment  of  the 
indebtedness.  A  great  deal  will  naturally  depend  upon  weather  conditions  ajid  cropa^ 
which  no  one  can  foretell.  Would  it  not  be  possible  to  shift  some  of  the  state 
revenues  now  going  into  various  school  funds  to  the  State  Farm  Loan  Sinking  Fund? 

3.  Money  Diverted  from  the  Public  School  Interest 
and  Income  Fund  Through  Legislation 

Chapter  181,  Laws  of  1933,  provides  for  the  levy  and  collection  of  an  income  tax 
and  for  the  allotment  of  the  proceeds  to  various  funds.  Section  28  of  the  act 
provides  that  50%   of  the  proceeds  shall  go  to  the  State  General  Fund;  25^  to  the 
"Common"  School  Interest  and  Income  Fund;  and  the  remaining  25^  to  the  Common 
School  Equalization  Fund.  Section  32  reads  as  follows: 

"There  is  hereby  appropriated  from  the  general  fund  of  the  State  of  Montana, 
the  "common"  school  interest  and  income  fund  and  the  common  school  equaliza- 
tion fund  not  otherwise  appropriated,  the  sum  of  Forty  Thousand  Dollars 
($40,000),  or  so  much  thereof  as  may  be  necessary  for  the  purpose  of  paying 
the  expenses  incurred  in  the  administration  of  this  Act  in  proportion  to  the 
distribution  of  taxes  collected  under  this  Act." 

This  evidently  implies  an  appropriation  of  not  to  exceed  $10,000  from  the  "Comnon" 
School  Interest  and  Income  Fund  for  the  two  fiscal  years  beginning  July  1,  1933  and 
terminating  June  30,  1935* 

In  1935  the  Legislative  Assembly  made  specific  appropriations  from  thp  "Common" 
School  Interest  and  Income  Fund  aggregating  $10,000  for  salaries  and  expenses  aris- 
ing in  the  income  tax  division  of  the  State  Board  of  Equalization  for  the  two  next 
fiscal  years,  tenninating  June  30,  1937.  These  last  appropriations  were  unques- 
tionably based  on  the  assumption  that  the  "Common"  School  Interest  and  Income  Rind 
would  continue  to  receive  25%   from  the  Income  Tax.  It  appears  proper  to  observe 
her©  that  it  is  bad  practice  to  make  appropriations  from  the  Public  School  Interest 
and  Income  Fund  for  any  purpose  whatsoever.  Section  5  of  Article  XI  of  the  State 
Constitution  makes  specific  and  complete  provision  for  the  distribution  of  the  Pub- 
lic School  Interest  and  Income  Fund.  These  provisions  constitute  a  perpetual  ap- 
propriation of  this  fund  and  should  not  be  ignored. 

All  the  appropriations  in  this  case  were  evidently  made  on  the  theory  that  in  real- 
ity they  would  come  from  the  share  alloted  to  the  Public  School  Interest  and  Income 
Fund  from  the  income  tax  collections,  and  would  therefore  in  reality  not  constitute 
an  appropriation  from  the  Public  School  Interest  and  Income  Fund.  To  make  sure 
that  this  would  woric  out,  the  appropriations  should  have  been  made  from  these  in- 
come tax  collections  before  they  were  paid  into  the  "Common" School  Interest  and 
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Income  Fund;  otherwise  accidpnts  might  happen.  In  this  case,  accidents  did  happen. 

Chapter  175,  Laws  of  1935,  creates  a  new  school  fund,  nanely,  "the  State  Public 
School  General  Fund"  -  a  fund  entirely  separate  and  distinct  from  the  Public  School 
Interest  and  Income  Fund.  Section  4  of  this  chapter  provides  that  "all  moneys 
coming  to  the  state  for  distribution  in  support  of  the  public  schools  of  the  state, 
save  only  such  school  funds  as  by  Section  5,  Article  XI,  of  the  Constitution  of  the 
State  of  Montana,  or  otherwise  by  constitutional  provision"  aro  to  be  paid  into 
this  newly  created  fund.  This  great  constructive  measure  was  approved  March  14, 
1935;  but  one  of  its  results  was  that  after  it  went  in  effect,  no  part  of  the  pro- 
ceeds from  the  inccme  tax  would  be  paid  into  the  Public  School  Interest  and  Income 
Fund.  All  the  same  the  appropriations  from  this  fund  for  the  two  fiscal  years 
terminating  June  30,  1937,  remained  in  the  statutes  and  the  money  appropriated  was 
used  in  payment  of  salaries  and  expenses  under  the  State  Board  of  Equalization. 
The  appropriations  were  necessary  for  the  proper  discharge  of  the  duties  imposed 
upon  thft  Board.  No  fault  is  found  with  any  board  or  officer  for  using  the  money 
appropriated. 

Information  obtained  from  the  State  Treasurer's  office  shows  that  up  to  and  includ- 
ing March,  1935,  a  total  of  |46, 264.52  was  paid  into  the  Public  School  Interest 
and  Income  Fund  from  the  state  income  tax  collections;  that  during  the  same  period 
$5,675.90  was  drawn  from  that  fund  under  authority  of  the  first  appropriation;  and 
that  subsequent  to  March,  1935,  a  total  of  $14,312.87  was  drawn  from  the  said  fund 
under  authority  of  the  appropriations  made. 

Subsequent  to  March  14,  1935,  when  the  said  Chapter  175  was  approved,  no  part  of 
the  proceeds  from  the  income  tax  could  be  paid  into  the  "Common"  School  Interest 
and  Income  Fund;  and  none  was  paid.  Hence,  no  part  of  the  expenses  for  the  ad- 
ministration of  the  income  tax  laws,  inciirred  subsequent  to  that  date,  could  justly 
be  appropriated  and  paid  from  the  "Common"  School  Interest  and  Income  Fund;  tut 
$14,312.87  was  actually  paid  from  this  fund  subsequent  to  March,  1935,  as  above 
shown. 

As  these  payments  were  made  pursuant  to  legislative  enactment,  the  simplest  method 
of  restoring  this  money  to  the  Public  School  Interest  and  Income  Fund  will  probably 
be  through  the  enactment  of  legislation  appropriating  $14,312.87  from  the  State 
Public  School  General  Fund,  and  authorizing  the  State  Treasurer  to  transfer  the 
money  appropriated  to  the  Public  School  Interest  and  Income  Fund. 

4.  Prospecting  Permits  and  Mining 
Leases  on  State  Lands 

The  legislation  of  this  state  dealing  with  prospecting  permits  and  mining  leases 
on  state  lands  is  entirely  separate  and  distinct  from  legislation  dealing  with  ex- 
ploration for  oil,  gas  and  coal,  and  the  extraction  and  removal  of  these  resources. 
Chapter  186  of  the  1933  Session  Laws  amended  the  statutes  governing  the  issuing  of 
prospecting  peimits  and  mining  leases  on  state  lands.  The  amendment  is  thoroughly 
bad.  It  provides  among  other  things  that  the  royalty  on  mining  leases  "shall  be 
three  per  centum  of  the  values  of  the  ores,  metals,  precious  stones,  or  other  valu- 
able minerals  after  mill  and  smelter  treatment".  No  matter  how  rich  the  discovery 
might  be,  this  legislation  attempted  to  fix  the  royalty  at  3^,  in  utter  disregard 
of  the  mandate  of  Section  1  of  Article  XVII  of  the  State  Constitution  requiring 
that  no  interest  or  estate  in  state  lands  shall  ever  be  disposed  of  for  less  than 
the  full  market  value.  About  10%  is  a  somewhat  common  royalty  on  the  output  of 
privately  owned  mines  in  the  state. 

Acting  upon  th^  oral  advice  of  the  Attorney  General,  the  State  Board  of  Land  Com- 
missioners and  those  working  under  the  Board  have  entirely  ignored  this  legislation. 
Our  prospecting  peimits  provide  that  if  a  lease  is  issued  the  minimum  royalty 
shall  be  10%, 

Charles  E.  Pew,  Attorney  at  Law  of  Helena,  drafted  fair  and  comprehensive  legisla- 
tion dealing  with  prospecting  peinits  and  mining  leases  on  state  lands  for  the 
last  session  of  the  State  Legislature.  This  proposed  legislation  was  checked  over 
by  the  Attorney  General's  office  and  the  Commissioner  of  State  Lands  and  Invest- 
ments. The  bill  as  introduced  and  passed  by  the  House  represents  a  laudable  at- 
tempt at  sound  legislation  on  this  subject.  It  failed  to  reach  the  Senate  in  time 
for  consideration  but  will  no  doubt  be  reintroduced  at  the  coming  session. 

So  far  no  valuable  mines  have  been  discovered  and  developed  on  state  lands,  but  it 
is  at  least  possible  that  •I'aluable  deposits  of  precious  minerals  may  be  foxind  in 
the  millions  of  acres  belonging  to  the  state.  With  the  highly  efficient  machinery 
now  in  use,  gold  placer  mining  is  showing  rapid  development,  and  no  doubt  some 
valuable  placer  mining  ground  will  be  found  on  state  owned  lands.  Legislation  on 
this  subject  should  therefore  be  in  full  accordance  with  the  wise  and  explicit 
mandates  of  the  State  Constitution. 


."-■•      * 


...-.Y- 


-.  i'  4  ■  ■ 

f  a. 


;,.'l 


5.  Mineral  ExBminations  of  State  Lemds  by  75  < 

Representatives  of  the  School  of  Mines 

The  detenaination  of  the  value  of  undeveloped  mineral  deposits  hidden  in  the  boscan 
of  the  earth  is  a  difficult  problem.  This  applies  to  metalliferous  minerals,  to 
coal,  oil  and  gas  and  to  practically  all  other  mineral  resources.  As  the  royaltifta 
on  all  of  these  resources  in  state  lands  are  required  to  represent  the  full  market 
value,  it  is  of  basic  importeince  to  obtain  all  information  reasonably  available  re- 
lating to  these  deposits  before  issuing  mining  leases.  This  is  the  work  of  expert 
gpologists  eind  mineralogists.  No  mining  lease  has  been  issued  by  this  department 
during  the  last  twelve  years  before  a  mineral  examination  has  been  made  by  a  repre- 
sentative of  the  School  of  Mines.  Dr.  Francis  A.  Thomson,  the  President  of  the 
School  of  Mines,  has  very  generously  designated  a  high  class  geologist  from  his 
faculty.  Dr.  Eugene  S.  Perry  has  made  a  nuraber  of  such  examinations.  This  work 
has  imposed  additional  burdens  upon  the  faculty  of  the  School  of  Mines  without  any 
additional  compensation.  This  department  has  simply  paid  their  actual  field  ex- 
penses. 

Some  arrangement  should  be  worked  out  under  which  some  member  of  the  faculty  of  the 
School  of  Mines  would  be  available  for  work  of  this  kind  and  that  on  a  far  more 
extensive  scale  than  in  the  past.  It  is  at  least  possible  that  some  other  dejiart- 
ment  of  the  state  govemiiient  might  at  times  be  in  need  of  services  of  this  nature. 
If  so,  a  plan  should  be  worked  out  satisfactory  to  all  concerned  including  the 
faculty  of  the  School  of  Mines;  legislation  will  be  necessary  to  bring  this  about. 
It  would  appear  to  be  particularly  appropriate  to  obtain  this  service  from  the 
School  of  Mines;  it  is  an  institution  supported  by  the  state,  and  it  is  also  di- 
rectly interested  as  100,000  acres  of  land  was  granted  by  the  Federal  Government 
for  the  maintenance  of  this  institution.  More  than  63,000  acres  of  this  grant  re- 
mains in  the  ownership  of  the  state.  Representatives  of  this  institution  can  al- 
ways be  depended  upon  to  be  loyBl  to  the  permanent  interests  of  the  state. 

6.  Bond  Legislation  Chapter  6, 
Laws  of  Extra  Session  1933-34 

Generally  speaking  the  laws  of  this  state  governing  the  issuing  and  repayment  of 
bonds  are  working  well. 

At  the  Legislative  Assembly  in  1923  legislation  was  written  and  introduced  by  the 
present  Commissioner  of  State  Lands  and  Investments  providing  that  bonds  thereafter 
issued  in  the  State  of  Montana  must  be  either  amortization  bonds  or  serial  bonds. 
Since  that  time  this  legislation  has  been  carried  out  in  full  detail  through  sever- 
al additional  acts.  The  basic  principle  is  that  the  money  borrowed  must  be  repaid 
gradually  through  the  entire  period  for  which  the  bonds  are  issued.  This  legisla- 
tion has  brought  results.  On  June  30,  1923,  the  total  amount  of  the  outstanding 
bonds  of  the  counties  of  the  state  exceeded  $28,000,000.  In  1936,  (largely  throu^ 
the  operation  of  these  statutes),  this  indebtedness  had  been  reduced  to  less  than 
$12,000,000,  a  decrease  of  more  than  $16,000,000,  and  this  notwithstanding  the  feet 
that  very  considerable  amounts  of  new  bonds  were  issued  during  this  period  for  the 
erection  of  county  buildings  and  other  constructive  purposes. 

The  economic  depression  and  the  emergencies  resulting  have  naturally  brou^t  about 
some  special  legislation  Trith  regard  to  the  issue  and  sale  of  municipal  bonds. 
Chapter  6  of  the  Extra  Session  of  1933-34  is  an  example  of  this  kind  of  legislation. 
It  is  not  without  merit,  but  it  contains  one  serious  defect:  It  makes  it  possible 
for  counties  and  other  political  subdiviaons  of  the  state  to  issue  refunding  bonds 
without  advertising  these  bonds  for  public  sale.  Provisions  making  such  disposi- 
tion of  bonds  possible  was  found  in  former  statutes  of  the  State  of  Montana  that 
have  now  been  repealed.  Tho  issue  of  bonds  by  a  county  or  any  other  political  sub- 
division of  the  state  affects  all  its  taxpayers  and  is  public  business  which  should 
be  conducted  in  the  most  public  way  possible.  Anyone  wanting  to  bid  for  the  pur- 
chase of  such  bonds  should  be  given  th«  full  opportunity  to  do  so.  This  can  b© 
effected  only  through  public  sale. 

This  department  probably  purchases  more  monicipal  bonds  in  the  State  of  Montana 
than  all  other  bond  buyers  put  together,  and  is  therefore  directly  interested. 

There  does  not  appear  to  be  any  statute  now  in  effect  authorizing  a  county  to  is- 
sue bonds  in  payment  of  any  judgnent  that  may  be  obtained  against  it,  and  it  is 
evident  that  cases  may  arise  where  authority  to  issue  such  bonds  would  be  very 
helpful, 

7.  Tlie  Montana  Trust  and  Legacy  Fund 
(Proposed  Amendment  of  Article  XXI  of  the  State  Constitution) 

This  subject  has  already  been  discussed  somewhat  fully  in  this  report. 

At  the  present  time  this  department  has  charge  of  the  Investment  administration  of 
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twelve  separate  funds  including  the  Montana  Trust  and  Legacy  Fund.  There  is  also 
a  considerable  number  of  more  or  less  permanent  funds  subject  to  investment  under 
the  administration  of  various  state  boards  and  officers.  With  the  exception  of  tho 
funds  invested  through  this  department  as  parts  of  the  Montana  Trust  and  Legacy 
Fund,  each  one  of  these  various  funds  must  be  separately  invested.  Obviously  this 
has  its  difficulties.  It  is  not  an  easy  matter  to  find  investments  of  the  right 
kind  and  in  the  right  amounts  for  th<?  dribbling  additions  to  the  various  funds  nor 
for  the  repayments  from  time  to  time  made.  Unless  close  and  constant  attention  is 
given  to  each  separate  fund,  the  investment  of  the  smaller  funds  will  not  be  made 
at  all  for  considerable  periods  of  time. 

Almost  any  number  of  separate  funds  may  be  jointly  invested  as  parts  of  the  Mon- 
tana Trust  and  Legacy  Rand,  but  Section  10  of  Article  XXI   of  the  State  Constitu- 
tion, which  creates  this  fund  and  governs  its  administration,  specifically  pro- 
vides that  it  shall  not  apply  to  the  public  school  funds  of  the  state,  which  funds 
shall  be  administered  separately.  At  the  time  this  article  of  the  constitution 
was  written,  the  joint  investment  of  a  number  of  separate  public  funds  was  a  new 
BUid  untried  plan,  at  least  in  this  state;  it  was  thought  that  the  electors  might 
not  approve  of  bringing  the  large  permanent  school  funds  in  under  this  new  invest- 
ment plan.  The  plan  has  now  been  tested  out  and  it  works  well  as  already  explained 
in  this  report. 

In  order  to  obtain  a  business-like,  highly  efficient  and  up  to  date  plan  for  the 
investment  of  public  funds,  this  article  of  the  constitution  should  be  so  amended 
that  all  state  funds  subject  to  investment  may  be  invested  as  parts  of  the  Montana 
Trust  euid  Legacy  Fund. 

The  plan  in  its  present  form,  as  now  operated,  makes  ample  provision  for  maintain- 
ing the  integrity  and  continued  separate  existence  of  each  particular  fund. 

8.  Grazing  Rentals  on  State  Lands.  New  Legislation 
on  This  Subject  Deemed  Inopportune  at  This  Time. 

This  subject  has  already  been  discussed  in  the  notes  following  Table  No.  XIV  deal- 
ing with  agricultural  and  grazing  leases.  See  Page  Thirty-seven.  Chapter  42  of 
the  1933  Session  Laws,  practically  speaking,  reduces  grazing  rentals  on  state 
lands  to  one-half  of  the  rates  prevailing  under  former  statutes.  Table  No.  XIV 
shows  that  on  June  30,  1936,  the  average  annual  grazing  rental  on  state  lands  was 
only  about  5.39  cents  per  acre.  The  notes  following  the  table  show  that  according 
to  the  report  the  State  Board  of  Equalization  the  average  annual  tax  on  privately 
owned  grazing  lands  throughout  the  state  was  about  six  cents  per  acre  and  that  the 
average  assessed  valuation  of  such  lands  was  $3.23  per  acre.  Calculated  on  these 
figures,  taken  from  the  1934  report  of  the  State  Board  of  Equalization,  the  total 
annual  cost  of  using  privately  owned  grazing  lands  v7as  more  thsm  twenty-two  cents 
per  acre<  or  four  times  the  average  grazing  rental  on  state  lands.  It  is  quite 
evident  that  statutes  which  result  in  such  disproportionately  low  rentals  on  state 
leinds  do  not  carry  out  the  meaning  and  intent  of  the  constitution  which  requires 
that  no  interest  in  state  lands  shall  be  disposed  of  at  less  than  the  full  market 
value.  This  deplorable  legislation  results  in  loss  of  income  for  tho  school  funds 
of  the  state  and  will  meike  it  exceedingly  difficult  to  sell  grazing  lands  at  a 
price  of  not  less  than  $5.00  per  acre. 

Notwithstanding  these  facts,  circumstances  and  considerations,  it  is  not  considered 
Tri.se  to  attempt  any  npw  legislation  dealing  with  grazing  rentals  on  state  lands  at 
the  present  time.  The  xonprecedented  drought  that  has  prevailed  for  several  years 
throughout  the  Northweat,  including  the  eastern  portion  of  the  State  of  Montana, 
has  resulted  in  most  trying  conditions,  particularly  for  the  farmer  and  stock- 
grower.  Conditions  in  Eastern  Montana  with  regard  to  these  basic  activities  in 
our  economic  life  constitute  a  great  calamity  and  tragedy  for  our  people  and  our 
state.  Under  these  conditions  it  would  be  exceedingly  difficult  to  enact  legis- 
lation which  would  be  fair  and  just  under  normal  economic  conditions. 

Supreme  Court  Decisions  on  Chapter  42 

Chapter  42  of  the  1933  Session  Laws  found  its  way  into  the  Supreme  Court  in  the 
case  of  Rider,  Plaintiff,  v.  Cooney,  Governor,  Et  Al.,  Defendants,  94  Mont.,  Page 
295.  As  the  court  did  not  on  the  record  before  it  declare  the  act  unconstitution- 
al, a  great  number  of  persons  may  hold  the  erroneous  opinion  that  the  act  was 
fully  and  completely  approved  by  the  court.  Such  is  not  the  case.  One  of  the 
most  vital  matters  involved  in  this  case  was  the  question  of  whether  of  not  the 
grazing  rentals  as  fixed  by  the  said  chapter  represented  the  full  market  values. 
The  court  states  and  restates  that  this  question  was  eliminated  from  consideration 
by  the  court  through  the  stipulation  of  counsel.  As  this  vital  question  of  fact 
was  eliminated  from  the  consideration  of  the  court  it  was  not  decided.  The  court 
reiterates  the  well  established  principle  that  the  grant  of  lands  for  school 
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purposes  by  the  Federal  government  to  this  state  constitutes  a  trust  and  that  it 
should  be  so  administered  as  to  secure  the  largest  measure  of  legitimate  advan- 
tage to  the  teneficiary  of  the  trust.  The  court  quotes  Section  1  of  Article  XVII 
of  the  State  Constitution  as  follows:  "All  lands  of  the  state  ♦  *  *  shall  be 
held  in  trust  for  the  people;  *  ♦  *  and  none  of  such  land,  nor  any  "state  or  in- 
terest therein,  shall  ever  b*^  disposed  of  except  in  pursuance  of  gen«ral  laws 
providing  for  such  disposition,  nor  unless  the  full  market  value  of  the  estato  or 
interest  disposed  of,  to  te  ascertained  in  such  manner  as  may  be  provided  by  law, 
be  paid  or  safely  secured  to  the  state". 

In  its  opinion  the  court  decided  that  a  lease  to  state  lands  is  an  interest  in 
these  lands  within  the  moaning  of  the  constitution;  that  state  lands  may  have  a 
market  value  for  leasing  purposes  even  though  there  is  only  one  applicant  for 
lease;  and  that  under  tho  constitution  the  state  is  required  to  charge  the  full 
rental  values.  As  the  question  of  whether  or  not  the  schedule  of  rentals  specifieJ 
in  the  said  Chapter  42  represents  full  market  values,  the  court  had  to  assume  that 
it  did  represent  such  full  values  and  was  in  accordance  with  the  constitution* 
The  last  portion  of  the  opinion  reads  in  part  as  follows: 

"The  presumption  being  that  the  Act  is  constitutional,  we  are  compelled  to  assume 
for  the  purpose  of  this  opinion  that  the  state  will  receive  the  market  value  for 
its  grazing  lands.  However,  if  it  should  later  appear  that  the  valuations  deter- 
mined by  the  Act  of  the  legislature  have  been  arbitrarily  fixed,  and  amount  to  a 
mere  subterfuge  to  enable  persons  desiring  to  securo  these  grazing  lands  at  less 
than  their  true  value,  or  that  the  policy  declared  by  this  legislative  Act  results 
in  a  material  portion  of  these  lands  being  leased  at  a  price  less  than  their 
actual  value,  then  clearly  the  Act  is  unconstitutional  and  cannot  stand." 

******** 

It  is  a  fact  beyond  question  or  dispute,  established  by  the  records  of  the  State 
Land  Office,  that  the  average  rentals  on  all  grazing  lands  placed  under  lease 
from  the  beginning  of  statehood  up  to  the  year  1933,  were  far  higher  than  the 
rentals  fixed  by  the  said  Chapter  42.  From  year  to  year,  from  decade  to  decade, 
millions  of  acres  of  these  state  lands  were  held  under  lease  at  rentals  twice  as 
high,  or  more  than  twice  as  high,  as  the  rates  prescribed  by  the  new  legislation. 
But  these  facts  were  not  before  the  court. 
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NATIONAJL  LEGISLATION  '^^' 

Under  our  economic  system  each  person  or  organization  usually  produces  mainly 
one  class  of  goods  or  performs  one  kind  of  service.  This  one  class  of  goods  or 
one  kind  of  service  is  exchanged  for  hundreds  of  kinds  of  goods  and  thi»  numerous 
services  that  we  enjoy  in  the  intricate  civilization  of  today.  In  this  ceaseless 
and  all  pervading  exchange  cf  goods  and  services  it  is  of  course  of  the  utmost 
importance  that  prices  on  the  various  goods  and  services  are  in  the  right  propor- 
tion to  each  other. 

These  right,  just  and  fair  price  relations  -  "Equitable  Excliange  Helations"  - 
are  indispensable  for  the  regular  functioning  of  our  economic  system.  When  im- 
portant commodities  are  concem^d,  such  as  wheat,  wool,  cotton,  etc.,  it  is  ab- 
solutely and  entirely  beyond  the  power  of  the  individual  to  regulate  the  price. 
It  is  even  impossible  for  a  single  state  to  do  so,  and  difficult  for  the  nation. 
But  without  just,  fair,  equitable  and  somewhat  steady  prices  on  our  more  impor- 
tant commodities,  our  economic  system  can  never  function  in  a  satisfactory  manner. 
The  regulation  of  prices  is  plainly  a  national  problem. 

Another  difficulty  in  the  way  of  the  efficient  operation  of  our  economic  machin- 
ery is  our  miserable  monetary  system.  Our  money  is  based  on  gold;  gold  changes 
in  value  and  purchasing  power,  and  so  does  the  money  that  is  based  on  gold.  Gold 
is  scarce,  and  a  huge  and  dangerous  credit  structure  has  therefore  resulted.  In 
time  of  economic  stress  when  we  need  the  support  of  the  credit  structure  most 
urgently,  it  breaks  down  and  falls  upon  us.  The  issue  and  regulation  of  money  is 
unquestionably  a  national  problem.  It  is  so  under  the  express  provisions  of  the 
national  constitution,  and  it  is  so  in  the  very  nature  of  things.  In  order  to 
solve  some  of  the  problems  of  this  department  and  of  this  state  it  appears  neces- 
sary to  approach  them  through  national  legislation  and  planning. 

The  Domestic  Allotment  Plan 

One  approach  along  national  lines  proposed  by  this  department  has  already  met 
with  success;  at  least  the  plan  advocated  has  been  tried  out  through  national 
legislation.  The  1932  report  of  this  department  devotes  eight  pages  to  the  ad- 
vocacy of  the  Domestic  Allotment  Plan  -  pages  104  to  111  inclusive.  At  that  time 
the  Domestic  Allotment  Plan  was  entirely  in  its  formative  stages.  My  statement 
was  more  than  a  mere  exposition  of  the  plan;  irrespective  of  previous  proposals 
for  some  form  of  a  Domestic  Allotment  schaae,  it  delineated  in  considerable  de- 
tail a  plan  which  the  writer  thought  would  work.  It  is  not  claimed  that  this 
advocacy  of  the  proposed  plan  had  much  to  do  with  its  enactment  into  law;  but  the 
fact  remains  that  all  its  main  points  were  embodied  in  the  Agricultural  Adjust- 
ment Act  approved  by  President  Roosevelt  on  May  12,  1933. 

The  plan  has  brought  millions  '^f  dollars  of  additional  money  to  the  wheat  growers 
and  other  producers  in  the  State  of  Montana.  The  total  amount  of  money  paid 
directly  to  this  department  by  the  United  States  under  the  Domestic  Allotment 
Flan  for  the  two  fiscal  years  ending  June  3C,  1936,  exceeded  $67,000.  While  the 
Agricultural  Adjustment  Act  was  found  unconstitutional  by  the  Supreane  Court  of 
the  United  States,  a  substitute  plan  has  been  worked  out  with  the  same  objectives 
and  is  now  in  operation  -  commonly  known  as  the  Soil  Conseirvation  Program. 

Needless  to  say,  it  would  have  been  absolutely  impossible  for  a  separate  state  to 
establish  and  operate  a  plan  of  this  kind;  the  problem  could  only  be  solved  through 
national  legislation. 

A  More  Comprehensive  Plan  Now  Advocated 

The  success  of  the  Domestic  Allotment  Plan  has  given  me  courage  to  devote  con- 
siderable thought  to  more  comprehensive  economic  problems  which  can  be  worked  out 
only  through  national  legislation.  I  have  endeavored  to  devise  a  plan  londer  which 
equitable  and  somewhat  steady  prices  can  be  established  and  maintained  on  basic 
commodities  produced  in  this  coimtry.  If  this  could  be  realized  it  would  help 
wonderfully  in  the  trade  and  exchange  of  these  commodities  and  in  the  general 
development  of  our  economic  life;  but  we  shall  not  even  remotely  approach  a  full 
solution  of  our  fundamental  econcanic  problems  unless  we  provide  a  far  better 
"medium  of  exchange"  in  larger  quantities  and  makf   it  more  accessible  to  all  who 
are  in  possession  of  the  goods  and  commodities  on  which  sound  money  may  be  based. 
The  plan  proposes  to  base  a  supplementarj''  currency  directlj''  on  certain  commodi- 
ties which  are  subject  to  price  regulation,  and  to  make  it  payablo  in  these  com- 
modities. It  is  claimed  that  money  may  be  devised  and  issued  based  on  these 
commodities  which  will  have  a  consteint  purchasing  power;  that  it  may  be  placed 
in  circulation  without  lending  or  borrowing,  in  quantities  adequate  for  the  legit- 
imate deanands  of  business,  and  sufficient  to  scale  down  the  disastrous  credit 
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structuret  This  will  prevent  money  panics.  The  price  regulation  and  other 
regulation  connected  with  it,  and  the  supplementary  currency  taicen  together,  will 
create  a  powerful  and  lasting  stimulus  to  business,  extending  to  every  'braiich  of 
our  economic  life  and  will  result  in  a  prosperity,  limited  only  by  our  capacity 
to  produce. 

This  Department  Vitally  Concerned 

As  trustee  for  tho  Federal  Land  Grants  made  to  the  State  of  Montana,  this  depart- 
ment is  responsible  for  thp  administration  of  approximately  five  million  acres  of 
land  throughout  the  state;  and  it  transacts  business  with  thousands  of  farmers 
and  stockgrowers .  This  department  is  therefore  directly  and  vitally  interested 
in  obtaining  just,  fair  and  equitable  prices  on  livestock  and  on  agricultural 
products  of  everj'  kind  and  nature. 

It  has  at  the  present  time  more  than  Thirteen  Million  Dollars  of  trust  funds  in- 
vested in  Federal  Land  Bank  bonds  and  in  bonds  of  the  State  and  its  political 
subdivisions.  These  bonds  are  payable  through  periods  of  time  usually  ranging 
from  ten  to  twenty  years.  It  is  therefore  of  the  utmost  importance  for  the 
success  and  usefulness  of  this  department  that  we  have  money  that  will  retain 
constant  value  and  purchasing  power  through  long  periods  of  time.  National  leg- 
islation alone  can  solve  these  problems. 

The  Duty  and  Privilege  of  the  Citizen 

This  is  a  Danocracy;  and  it  is  the  privilege  and  the  duty  even  of  the  most  h\ini- 
ble  among  its  citizens  to  give  serious  thought  to  its  probl'=irLs.  The  staggering 
economic  difficulties  besetting  us  challenge  our  best  thinking  and  demand  bold- 
ness of  initiative  and  planning.  Without  presumption  and  without  apology  I  am 
therefore  again  submitting  this  plan  for  a  Supplementary  Currency  Based  on  CoEh- 
modities  for  the  consideration  of  thinking  people  interested  in  our  common  wel- 
fare. 
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A  3JTPLKAl1YTj-.J'Y   CURTH^CY  BASEL.  (W  COiAi/lODITI  V:^ 

"Vde,  the  people  of  th"^  United  St»;tes,  in  orucr  to  form  &  mo^-e  perfect  union,  estsb- 
lish  justice,  insure  domestic  trenquiility ,  provide  for  the  coramon  defence,  promote 
the  genersl  v.elfere,  tnd  secure  the  bleosinps  of  liberty  to  ourselve:..  snd  our  pos- 
terity", must  revemp  our  economic  end  finencicl  systom. 

Our  country  it;  endowed  with  c   pi-ofi.ision  of  neturei  resources.  We  hsvo  very  largely 
solveJ  one-hf-lf  of  the  Great  Ki^onomic  problem  of  this  country;  we  cen  produce,  end 
in  most  ceses  ectuclly  do  produce,  en  £,bundj:nce  of  all  metericl  goods.  V/e  have 
mountains  of  whest  and  other  ceresls  for  breed;  butter  p.nd  cheese,  jem,  jelly  end 
menaelfcde  to  spreed  in  thick  Ityers  apon  it;  the  If-nd  flowp-  v.ith  cre&m  tnd  drips 
with  honey;  we  heve  storehouses  filled  with  vecetsblos  tnd  fraits  end  fish  end 
meets.  We  have  huge  supplies  of  v,'Ool  tnci  cotton  ^nd  reyon  for  clothing,  end  r  su- 
perebundence  of  materials  for  housing,  be  it  n  cott-rpe  of  brick  or  e.   msnsion  of 
merble.  Thi:?  ir  the  '  ge  of  plenty  rnd  'bund&noe.   It  is  •:.  glorious  achievement  of 
civilizEtion  thit  this  is  so.   And  yet  millions  v-cnt  for  food,  go  about  in  regs 
end  live  in  hovels.   It  is  not  p  glorious  i  r^hif^vement  of  civiliz'^tion  thet  this  is 
so;  it  is  e  raele.noholy  proof  of  the  imperfection  of  our  economic  end  finsncial 
system. 

It  is  pertinent  snd  important  to  reclize  end  note  thF.t  the  m:in  cjuse  underlying 
the  economic  dersngement,  depression  '"nd  suffering  in  this  country  is  not  the  same 
as  in  foreign  countries.  People  in  Belgiuni,  Holl-nd,  Frcnf'e,  Ge-TiiEny,  indie.  Chine, 
Jepen,  end  other  foreign  countries,  Eire  poor  bccf.use  these  countries  f.re   poor  in 
neturtl  resources  in  proportion  to  the  number  of  the  popul'..tion.  This  is  reel  and 
stubborn  poverty.   In  this  -.-ountr:/,  we  heve  economic  depression  fnd  poverty  in 
spite  of  the  ebundrncti  of  our  neturel  resources.  There,  the  poverty  of  the  individ- 
ual comes  from  the  poverty  of  the  lend,  here,  the  poverty  of  the  individuel  comes 
from  the  poverty  of  our  ide^^s  <-nd  the  defects  in  our  economic  system.  In  this 
country  materiel  v/eelth  hrs  been  so  profuse  end  so  eesily  gttherod,  th^t  we  have 
fsiled  to  give  searching  end  long  sustained  thought  to  its  eouitabla  and  v;ise  dis- 
tribution. 

It  is  perfectly  true  that  the  total  annual  income  in  the  United  atates  even  in  the 
most  prosperous  times,  if  it  could  have  been  oi^ually  divided  among  the  thirty  mil- 
lion families,  v;ould  not  enable  each  family  to  live  in  luxury;  but  it  is  equally 
true  that  the  production  of  materiel  goods  in  the  United  states  could  be  very  sub- 
stantially increased.  The  highest  income  was  probably  reached  in  1929,  when  accord- 
ing to  the  best  figures  available  it  exceeded  eighty-two  billion  dollars.   If  these 
eighty-two  billion  dollars  had  been  divided  evenly  between  the  thirty  million  fam- 
ilies in  the  United  States  the  annual  income  would  have  been  a  little  above  ?£, 700.00. 
The  Brookings  Institute,  that  great  economic  research  agency  in  Washington,  D.  C, 
has  figured  out  that  even  in  19P9  the  output  of  our  factories  was  only  80%  of  the 
capacity.  Needless  to  sey,  that  the  mechinerjr,  equipment  frnd  power  in  our  factories 
could  have  been  doubled  if  thei^e  had  been  any  demand  for  the  goods. 

The  problem  of  production  is  being  more  fully  solved  from  day  to  day,  and  from  year 
to  year.  The  fountains  that  feed  the  streams  of  production  are  daily  gaining  in 
capacity. 

The  Second  Plalf  of  Our  Economic  Problem  is  ristribution 

To  bring  about  e  more  unlismpered ,  a  more  nearly  just,  equitable  end  wise  distribu- 
tion of  our  abundant  streams  of  production  -  this  is  the  second  half  of  our  great 
economic  problem.   It  is  the  overshadowing  problem  before  the  United  States  today, 
crj'ing  end  howling  and  moaning  for  a  solution.  Vie  can  at  least  get  neorer  to  a  so- 
lution than  we  are  at  present. 

Among  the  numerous  causes  of  defective  distribution,  let  us  exajnine  two  classes  - 
the  deadliest  of  the  species.  These  are: 

1.  DISPROPORTIONATE,  INEQUIT/-i3LE  AND  UNJUST  PEICE  RELATIONS  BETWEEN 
VARIOUS  COivli/lODITIES  AND  SUDDEN  PRICE  IXUCTUaTIONS. 

2.  OUR  IN>-DE^UATE  CURRENCY  SYST£i/i  AND  THE  RESULTING  TOP-HEAVT  AND 
UNSAFE  CREDIT  STRUCTUi-.E. 

Disproportionate,  Inequitable  and  Unjust  Price  Relations 
Between  Verioug  Commodities  and  Sudden  Price  Fluctuations 

In  discussinr  our  economic  problems  and  particularly  in  discussing  prices,  it  is 
necessei^'  to  bear  in  mind  f^om  the  very  outset  that  under  our  present  system  each 
person  or  organization  usuelly  produces  mainly  one  class  of  goods  or  mainly  one  kind 
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of  service,  and  this  one  kind  of  goods  and  this  one  kind  of  service  must  be  ex- 
changed for  the  hundred  nnd  one  different  kinds  of  goods  end  services  that  we  util- 
ize in  civilizr.r'  life  today.   If  prices  between  various  classes  of  goods  are  out  of 
joint,  the  system  simply  doesn't  work. 

In  his  notable  work,  "The  Wealth  of  N^.tions",  published  in  1776,  Adam  Smith  points 
out  that  when  the  division  of  Icbor  has  been  thoroughly  established  every  man  must 
live  by  exchanging  and  "become  in  t;omo  meesure  a  merchant,  end  the  society  itself 
frov.'S  to  v;hat  is  propcrl"  a  comiaercisl  society". 

"The  commercial  society"  has  nov;  fully  g'^rived;  we  live  by  exchanging  and  it  is  nov; 
commonly  understood  that  "equitr-blc  exchange  roletions",  that  is,  prices  that  are 
in  the  right  proportion  to  each  other,  ic   the  very  foundation  of  exchange,  trade 
end  prosperity.   It  is  s  matter  of  common  knowledge  that  both  during  the  first 
years  of  the  present  depression  end  before,  prices  on  farm  products  were  far  below 
vrhat  they  should  have  been  in  proportion  to  the  prices  on  the  articles  that  the 
farmer  must  buy. 

There  was  e  time  when  it  took  two  bushels  of  the  farmer's  v,heat  to  pay  for  a  meel 
at  a  restaurent;  five  or  six  bushels  to  pay  for  'i  shirt,  and  half  a  dozen  cowhides 
to  pay  for  a  pair  of  ?hoes. 

The  man  in  the  factory  could  surely  purchase  food  at  be-r-gsin  prices;  but  on  account 
of  his  p'iuper  income  the  farmer  '.v?.f  unable  to  purchase  in  large  quantities  f?.rm 
machinery,  building  materials,  clothing,  shoes  and  the  hundred  and  one  other  arti- 
cles needed  for  civilized  existence.  The  products  of  mill  and  factory  could  not 
find  a  purchase-";  the  wheels  of  industr?/'  ceased  to  turn;  raillicns  lost  their  jobs, 
wages  and  purchasing  power.  This  in  turn  further  decreased  tht;  demendfor  all  kinds 
of  goods  and  merchandise;  other  fictories  v;ere  compelled  to  reduce  production. 
More  unemployment,  less  purchasing  pov;er,  and  more  distress  were  and  ere  the  result. 

Disproportionate  Prices  Always 
Obstruct  Exchange  and  Distribution 

The  evil  effects  of  disproportion'_te  prices  ao  not  apply  to  farm  products  alone. 
^n  unjust  price  on  any  commodity,  article  or  service,  is  always  an  obstruction  to 
the  free  and  easy  exchange  and  distribution  of  wealth.   Cut  dov/n  the  price  on  any 
class  of  goods  or  the  compensation  for  any  kind  of  service  below  its  proper  level, 
end  you  cut  down  to  that  extent  the  producer's  ability  to  purchase  other  goods  end 
other  services;  you  cut  down  the  sale  of  other  goods  and  services  to  the  same  ex- 
tent. This  applies  with  equal  force  to  wages,  all  goods  and  all  salaries. 

Prices  that  are  in  the  right  p:-oportion  to  each  other  are  at  the  very  base  of  "eco- 
nomic and  social  justice";  and  justice  is  the  source  of  "domestic  trencuillity"  end 
the  smooth  operation  of  our  •  oonomic  system.  A  bushel  of  wheat  or  corn,  a  pound  of 
wool  or  cotton,  a  ton  of  coel  or  iron,  represents  a  certain  part  of  a  man's  time 
and  energy;  it  is  part  of  his  life.  Unless  he  receives  in  return  forthis  pert  of 
his  life  a  corresponding  pai-t  of  the  product  of  another  man's  life;  he  loses  so 
much  of  his  own  life.  He  is  murdered  to  that  extent;  and  business  is  also  murdered 
to  that  extent.  The  same  applies  to  a  man's  work  and  wage  in  mill  and  factory. 

Price  Fluotu."!tions 

Violent  price  fluctuations  are  equally  devastating  to  prosperity  even  if  all  prices 
could  change  in  the  same  proportion.  When  prices  advance  rapidly,  increased  pro- 
duction along  all  lines  will  follow,  both  in  raw  materials  end  manufactured  goods; 
industry  will  increase  its  recklessspeed  like  z   runaway  engine  racing  down  a  steep 
grade,  finally  burying  itself  in  a  sv.'amp.  At  the  end  of  the  mad  race  of  mounting 
prices,  gambling  and  speculation  in  the  fall  of  1929,  the  engines  of  our  economic 
end  commercial  life  buried  themselves  in  a  morass  of  trouble  from  which  so  far  all 
our  economic  engineers  have  not  been  able  to  set  them  free. 

Falling  prices  are  almost  eouclly  disastrous.  One  would  expect  that  they  would  re- 
sult in  an  immediate  increase  in  buying;  but  the  opposite  is  the  result.  The  whole- 
saler, the  retailer  end  the  consumer  hesitate  to  buy  on  a  falling  merket,  because 
they  expect  prices  to  be  lower  next  week  or  next  month.  Bankers  are  reluctant  to 
increase  loans  on  felling  values.  Thus  falling  prices  tend  to  prolong  inactivity, 
unemployment  and  depression  until  the  belief  gains  ground  that  the  depression  has 
hit  rock  bottom. 

Rapidly  changing  prices  eIso  have  the  demacinp  effect  of  destroying  or  shifting 
wealth,  without  any  regard  to  economic  justice.  Through  falling  prices  on  lead,  or 
copper,  or  silver,  or  r-ny  other  mineral,  the  volue  of  shares  of  stock  representing 
these  minerels  may  fall  to  next  to  nothing  in  t   few  v;eeks  or  months.  The  value  of 
a  farm  in  which  a  life-time  of  savings  and  hard  labor  has  been  invested  may  be 
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reduced  to  e  liebiiity  th-^ouph  falling  pric^a  on  fhnn  products.  On  the  other  hand, 
8  repid  incree.se  in  prices  will  cresto  weelth  foi'  one  clsss  usually  et  the  expense 
of  another  cIlss. 

Prices  that  are  eouit'-hle  for  the  essential  comcoditios  of  }ifG  end  thet  remain 
oouitable  end  somewhtt  stet-dy  for  e  considerthlc  length  of  time  are  absolutely  es- 
sential fo-"  the  free,    rbundent  'jnd  continuous  exchr-nge  of  goods  and  services;  end 
this  is  the  very  esr.eni^e  of  our  economic  end  commercial  life. 

i-(cp;u]  at  ion  Necessar?,'' 

Eauiteble  prices  will  not  establish  end  maintain  themselves  any  more  then  an  auto- 
mobile will  keep  the  road  without  ^  stee:^ing  wheel.  Prices  ere  affected  by  the 
supply  end  demand  for  ^oods;  by  the  abundance  or  scarcity  of  money;  by  the  quality 
of  the  money;  bv  human  selfishness  rxpressed  throufh  thousands  of  independent 
agents;  and  by  numerous  other  factors.  The  economic  catrstrophes  of  the  past  and 
the  troubles  of  the  present  furnish  painful  snd  abundrnt  proof. 

The  only  effective  way  in  which  we  can  establish  and  maintain  these  eouitable  r.nd 
constant  price  reletions,  which  are  absolute  end  irrevocable  vionditions  for  our  ec- 
onomic v.ell  being,  is  through  consiciereble  regulation  of  production,  distribution 
end  wholesale  prices  of  the  principrl  commodities  produced  in  this  country.  This 
can  only  be  done  and  accomplished  riy   the  government  of  the  United  States  and  the 
cooperr.tion  of  organizations  in  t.grioultui'e,  industry  end  commerce. 

It  is,  of  course,  no  secret  th'it  our  Itrger  industrial  and  financial  concerns  have 
for  msny  decades  exercised  considerable  control  along  thRse  lines  without  government 
supervision,  or  even  sanccion;  but  each  concern  has  acted  for  itself  and  inevitably 
without  due  regard  for  other  concerns  and  the  interests  of  the  public.  Prices  on 
various  commodities  thet  are  in  the  right  relation  to  each  other  have  not  been  the 
result. 

Pegulation  Must  Be  General 

It  is  self-evident  that  a  separate  plan  for  each  big  industi^y  is  not  sufficient  - 
it  does  not  work.   Arriculture,  industry,  transportation,  merc-ntile  business, 
financial  institutions  and  ell  the  interests  of  labor  must  be  considered  and  to 
some  extent  regulated  as  one  single  gigantic  system.  The  complexities  of  the  prob- 
lem are  staggering.  But  there  is  one  encouraging  element  which  gives  ground  for 
some  hope:   Lt  may  be  easier  to  rsf/ulate  ^  munber  of  related  industries  .jointly 
than  to  regulate  each  one  s^-paratoly.  Under  joint  regulation,  the  st-lf- interest  of 
all  will  demand  fair  practices  by  each.  There  is  here  an  element  of  self-adjustment 
which  can  only  come  into  play  when  a  number  of  industries  and  business  institutions 
are  placed  under  one  single  controlling  power.   If  water  is  poured  into  a  number  of 
separate  tubes  or  vessels,  different  levels  will  result;  but  connect  them  at  the 
base,  and  the  same  level  v^ill  be  established  in  ail  of  them.   "V^ater  seeks  its  lev- 
el," So  v/ith  various  industries  under  one  general  supervision;  the  prices  will  tend 
toward  one  common  level,  end  so  will  their  general  plans  of  operation. 

We  have  our  choice:   either  regulation,  or  choas  and  disaster.  The  present  trend 
toward  unified  regulation  of  agriculture,  industr:/  and  commerce  will  thei-efore  in- 
evitably continue,  urged  on  by  the  stern  master  of  necessity.  There  will  be  tempo- 
rary setbacks,  but  gradually  our  common  sense,  enlightened  selfishness,  and  common 
interests,  will  have  their  way. 

Regulation  of  Foreign  Trade 

It  appears  self-evident  thet  if  we  ere  to  regulate  commodity  prices  in  the  United 
Stetes  on  an  equitable  basis,  we  must  often  disregard  world  prices.  This  in  turn 
will  necessitate  a  more  complete  regulation  of  imports.   We  must  base  our  prosperity 
mainly  upon  our  own  abundant  production  and  the  domestic  market  -  not  upon  foreign 
trade.   If  we  were  to  compete  more  extensively  for  foreign  trade  and  open  our  mar- 
kets wide  to  the  products  of  foreign  labor,  desperately  chdep,  and  woefully  en- 
slaved, it  would  debase  our  own  people.   We  hrve  only  about  one-sixteenth  of  the 
world' s  population  but  more  than  one-fourth  of  its  weelth.   If  v;e  arc  able  to  regu- 
late prices,  control  our  home  market  and  manege  our  domestic  affairs,  we  shell  be 
able  to  get  along  splendidly  without  exporting  goods  at  stci-vation  prices  to  all 
the  impoverished  countries  throughout  the  world.  And  our  prosperity  will  not  deepen 
their  poverty  -  just  the  opposite.  Through  actual  regulation  by  the  government,  we 
may  swap  large  quantities  of  goods  with  them  to  mutual  edventage. 

This  plT-n  may  not  result  in  e  decrease  of  our  foreign  trade;  but  it  does  mean  first 
of  all  that  we  shall  not  permit  our  economic  system  to  be  demoralized  by  foreign 
domination.   It  reauires  the  declaration  end  effective  maintenance  of  National  Eco- 
nomic Independence.  If  we  are  to  have  a  real  economic  system,  we  must  have  one  that 
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i3  estcblished  end  maintained  in,  by  end  for  the  United  Stetes  of  America. 

Our  Inrdequete  Currency  System 
end  To\j-h(is.-'ry   Credit  Structure 

Tho  regulation  of  industry  towRrd  which  v.e  have  here  merely  hinted  would  help  con- 
FiderF.hly  to  s  more  liberal  end  eouit«:-ble  distribution  of  our  abund^-nt  production 
of  weslth;  but  v;e  shell  not  even  rpproech  ^   r'isl  solution  of  this  fundt;ment£l  prob- 
lem unless  we  provide  _e_  fer  bette-  "medium  of  exoh£nge"  in  p-reeter  £bundence  end 
m'i^ke  it  more  eccessible  to  -.11  -/'ho  hi-ve   the  proper  commodities  ^na  merchsndise 
sp'^-in3t  which  it  mty  be  issued  end  circulsted. 

Our  present  roonetsry  system  is  so  s^ntiquated,  so  wholly  inedequste,  so  rickety, 
risky  and  dangerous,  that  no  sound  dnd  enduring  recovery  in  our  economic  life  can 
be  brought  ebout  until  this  system  hts  been  greatly  improved.  The  history  of  our 
monetery  system  is  a  record  of  constantly  elterneting  periods  of  prosperity  end 
panics. 

Some  Specific  Defects  in  Our  fAonetery  System 

Our  monetary  system  is  based  on  gold.  Theoretic- lly  our  paper  money  end  silver 
money  end  other  money  are  payable  in  gold  when  geld  is  demanded.  While  this  is  no 
longer  the  case  in  reality,  the  theoiy  holds  good.  And  as  our  prper  money  is  not 
redeemable  in  gold,  in  what  is  it  redeemable?  It  is  simply  redeemable  in  other 
paper  money. 

There  ere  at  least  four  grave  defects  in  our  present  monetary  system  even  if  our 
paper  money  actually  was  redeemable  in  gold. 

1.  Gold  is  unstable  and  shifting  in  velue;  that  is,  a  fixed  woight 
of  gold  will  not  at  ell  times  purchase  the  same  amount  of  goods  or 
services.  There  are  woeful  variations. 

2.  Money  tied  to  gold  is  difficult  to  get  into  circulation. 

3.  There  is  entirely  too  little  gold  to  serve  our  enormous  business 
activities  and  as  a  result  a  top-heavy,  risky  and  dangerous  credit 
structure  has  developed. 

4.  This  c-r^edit  structure  falls  upon  us  in  times  of  trouble.  Credit 
expands  in  prosperity  and  contracts  in  adversity. 

Let  us  consider  each  of  these  four  defects  a  little  more  in  detail. 

The  Shifting  Value  of  Gold 

Students  of  economics  and  finance  have  long  recognized  that  stability  of  the  value 
of  money  and  prices  is  one  of  the  most  important  and  fundamental  things  in  our  et'o- 
nomic  life. 

H.  G.  Wells,  the  famous  English  writer,  says:   "The  world  requires  (that  money) 
must  represent  absolutely  stable  purchasing  power." 

Sir  Josieh  Stamp,  British  Economist,  says:   "A  stable  price  level  is  the  most  bit- 
terly prscticeil  of  all  questions." 

E.  W.  Kemmerer,  one  of  the  most  famous  students  of  money  in  the  United  States,  says: 
"The  world  sooner  or  later  must  either  learn  how  to  stabilize  the  gold  standard  or 
devise  some  other  monetary  standard  to  take  its  place." 

The  stability  of  money  is  particularly  important  v/ith  regard  to  debts  that  extend 
over  a  number  of  years.  Mortgages  involving  millions  of  dollars  were  placed  on 
farms  ten  years  ago,  and  a  few  years  later  it  took  twice  as  much  wheat  or  wool  or 
cotton  to  pay  those  millions  as  it  did  when  the  mortgages  were  made.  In  other  v;ords, 
the  debts  were  doubled.  When  the  purchasing  power  of  money  slumps  it  is  equally 
bad  for  the  men  v/ho  furnishes  the  money.  The  most  terrible  exemple  of  this  catas- 
trophe is  found  in  the  deflatior  of  the  German  mark  a  few  years  ago.  Suppose  that  a 
man  had  put  his  life  savings  in  a  life  insuTtnce  policy  before  the  v;ar.  After  the 
war  the  value  of  the  mark  went  down  to  prectioelly  nothing  end  the  men  holding  the 
insurance  policy  found  that  his  life's  savings  hcd  been  reduced  to  nothing.  To  de- 
vise a  dollar  of  a  stable  purchEsing  power  is  one  of  the  hither-to  unsolved  prob- 
lems in  our  moneteiy  system. 

The  changing  vclue  of  gold  has  now  been  recognized  by  the  prople  of  the  United  States, 
by  the  Congress  of  the  United  States,  by  the  president  and  by  the  supreme  court. 
By  joint  resolution  adopted  on  June  5,  19?.'^,  the  Congress  of  the  United  States  au- 
thorized the  President  to  reduce  the  gold  content  of  the  dollar  by  not  less  then 
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AQ$   and  not  more  than  50%.  By  proolainetion  issued  January  31,  1974,  the  President 
of  the  United  States  reduced  the  weight  of  the  gold  dollar  from  25-8/10  grains, 
nine-tenths  fine,  to  ir-5/21  grains  of  the  :jerac  fineness  -  a  reduction  of  nearly 
41%.  By  its  decision  in  the  so-called  gold  cases  rendered  February  18,  1935,  the 
sup-feme  court  of  the  United  States  upheld  the  power  of  Congress  end  of  the  President 
to  make  this  reduction  in  the  gold  content  of  the  dollar.  The  purpose  of  this  pro- 
clamation and  the  legislation  cuthoriring  it  was  to  ''hange  the  gold  content  of  the 
dollar  so  that  it  would  purchase  approximately  the  s-une  ou>=ntity  of  commodities  end 
pay  approximately  the  same  amount  of  debts  us  it  did  e  number  of  yecirs  before.  Gold 
stands  convicted  of  defrauding  the  /imericen  people  through  shifts  in  vclue. 

The  Difficulty  of  Getting  .v'.oney  into  Circulation 

The  possessor  of  gold  or  silver  may  trke  it  to  a  United  States  mint  and  have  it 
coined  into  money.  The  money  thus  obtained  will  be  placed  directly  in  circulation; 
but,  the  gold  and  silver  production  of  this  country  constitutes  only  an  insignifi- 
cant part  of  our  annual  production  and  income  and  the  coinage  privilege  is  limited 
to  these  scarce  end  unimportant  commodities.  The  mcin  strecms  of  money  are  issued 
to  banks  and  placed  in  circulation  through  loinin^'  and  borrowing.  This  involves 
the  payment  of  interest  end  the  risk  ^nd  uncertainty  involved  in  the  obligation  to 
repay  the  money  at  some  fixed  futiire  time.  Penico  thrive  on  borrowed  money. 

If  we  extend  the  coincge  privilege  to  other  end  more  import'.nt  conanodities,  s  far 
greater  portion  of  the  output  of  money  may  be  pl;;ced  in  circulttion  directly  by  the 
government  without  loaning  snd  borrowing  end  the  risks  end  uncertainties  that  this 
involves.  We  are  so  well  accustomed  to  the  limitation  of  the  coinage  privilege  to 
gold  and  silver  that  we  give  little  or  no  attention  to  this  serious  defect  in  our 
monetary  system. 

Insufficienr-y  of  the  ttuantity  of  Gold 

■■  nd  thu  Top-Lery\'-  Credit  Structure 

The  annual  report  of  the  Director  of  the  i/iint  for*  19r';4  Ipaj^'e  33)  gives  the  following 
figures  showing  the  production  and  the  value  of  cold  end  silver  in  the  United  States 
for  142  years,  from  179£  to  July  31,  1935: 

Total  Production            Tot^l  Val\ie  of  Production 
D'urinp  142  Years  for  142  Years 

GOLD  228,882,2.71  fine  ounces         $4,731,410,500 

SILVro  3,245,199,006   "     "  2,528,609,409 

It  will  he  noted  that  the  total  gold  production  during  these  one  hundred  forty-two 
years  fells  considerably  below  five  billion  dollars.   It  is  less  thr.n  one- seventeenth 
of  the  income  of  the  United  Stftes  for  1929.   It  v;ill  be  noted  that  the  vt-lue  of  the 
silver  production  during  the  srme  period  wp.s  only  about  one-half  of  the  gold  pro- 
duction. 

Page  79  of  the  same  report  gives  the  total  vciue  of  the  moretarj'-  stock  of  gold  in 
the  United  Stetes  in  1933  as  $4,322,599,000. 

The  "Statistical  Abstract  of  the  United  States''  for  1934  gives  the  total  national 
wealth  of  the  United  States  in  1922  £.s  ?'320, 804  ,000,000.  It  gives  the  value  of  all 
the  gold  ana  silver  coin  and  bullion  in  the  Lfnited  states  as  C4 ,278,000,000.   In 
other  words  the  gold  end  silver  coin  end  bullion  of  the  United  States  in  1922  con- 
stituted a  shade  more  than  one  and  one-third  per  centum  of  the  total  national  wealth. 

Page  103  of  the  aforesaid  report  of  the  Director  of  the  ivlint  gives  the  total  value 
of  the  monetary  stock  of  gold  in  the  entire  world  in  1033  as  $12,634,726,000  -  the 
accumulation  of  all  the  ages.  This  is  lest;  than  one-sixth  of  the  income  of  the 
United  States  for  1929.   It  will  be  noted  thc-.t  the  United  States  held  considerably 
more  than  one-third  of  the  monetaiy  gold  stock  of  the  entire  world. 

As  a  result  of  this  t^carcity  of  gold  it  has  bf;en  found  necessary  to  build  up  a  tre- 
mendous credit  structure.   In  the  hearings  before  the  committee  on  banking  :::nd  cur- 
rency of  the  United  Str-tes  Senate  held  in  r-r-.y,  1932,  Dr.  G.  F.  Vvarren  of  Cornell 
University,  showed  how  much  gold  was  avail5.ble  for  each  dollar  in  so-cflled  deposits 
in  the  banks  and  money  in  circulation.  This  table  covered  the  period  from  1880  to 
1931.  The  table  is  printed  in  the  report  f  nd  if  shows  thJ;t  if  all  the  monetary  gold 
could  be  gathered  in,  there  would  bt  enough  to  pry  from  seven  cents  to  fifteen  cents 
per  dollar.  The  proportion  woulu  very  from  year  to  year.  The  lowest  amount  of  gold 
evailf^ble  ;t  ?ny  time  was  less  th^n  seven  cents  per  dollar  of  the  money  in  circulation 
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en;i  benk  deposits,  snd  the  hirhest  v.'es  e  littlf  less  than  fifteen  cent-.  He  fur- 
ther rhov.-ed  thi-t  mon'3y  psnics  followed  when  the  d-^-positE  ?.nd  the  mone:--  in  circula- 
tion were  the  highest  in  proportion  to  tha  r-.vailr.ble  gold. 

It  w£s  not  the  purpose  of  Dr.  Wsrren  to  show  the  rioketiness  of  our  monetery  sys- 
tem; he  deslt  mt.inly  with  the  efficient  use  of  gold.  The  expltnetion  is  that  the 
"deposits"  mr.inly  represent  borrowed  "money" ^nc"  thst  this  rroney  is  msinly  credit 
£nd  not  money. 

Credits  Expand  in  Prosperity 
F-nd  Contr?-ct  in  Adversity 

In  fair  v/esthe-^  when  eV'?iyhody  believes  in  continued  prosperity,  all  goes  well 
v;ith  this  clever  Errcngement ;  but  eg  soon  as  cny  economic  or  financial  squall  a- 
rises,  the  whole  system  is  in  distress.  The  credit  system  itself  will  jctually  go 
into  reverse  when  credit  is  moFt  urgently  neeoed.   When  a  raan  is  most  desperately 
in  need  of  credit  end  loans,  the  banker  finds  th.'.t  he  too  is  sorely  in  need  of  the 
money.   Instead  of  granting  additional  credit  he  finds  it  absolutely  necessary  to 
collect  part  of  the  loans  ^.Ire'dy  rande.  This  is  en  inlierent  end  inevitable  defect 
and  weakness  in  £_  monetary/'  y/stem  bh?t  is  largely  bssed  on  dehts. 

We  bltrae  the  depositers  for  witharr-.v,-ing  their  money  an>"i  call  them  in  derision 
"timid  souls".  We  bl^me  the  bankers  fo;-  bein^-  tight-fisted,  cold-hearted  end  lack- 
ing in  patriotism  end  courFge  to  meet  the  demands  for  financial  aid  and  support. 
If  we  open  our  eyes  r.nd  understana  the  simple  facts  of  the  situation  we  shall  at 
once  reslize  that  neither  the  depositor"  nor  the  banker  is  to  be  blamed  for  his  at- 
titude of  caution  end  apprehension.  The  depositor  certainly  has  reason  to  fear 
that  the  banker  may  be  unable  to  repfy  his  deposit;  it  has  happened  so  many  times 
in  the  pest  and  happens  nearly  every  day.  The  banicer  is  equally  justified  in  fear- 
ing that  the  borrower  will  be  unable  to  meet  his  obligations  to  him,  and  that  he 
in  turn  will  be  unable  to  meet  the  call  of  the  depositor.  When  we  ask  the  deposi- 
tor or  the  banker,  any  debtor  or  any  creditor,  to  have  complete  confidence  in  this 
financial  structure,  we  ask  him  to  gamble  Fgainst  a  mathematical  certainty;  we  ask 
him  to  ignore  the  repeated  experiences  of  this  country  with  depressions  and  panics 
from  1836  to  1936. 

The  Closing  of  All  the  Banks  in  the 
United  States  on  Merch  6.  1935 

The  temporaiy  closing  of  all  the  banks  in  the  United  states  by  the  proclamation  of 
a  bank  holiday  issued  by  the  President  on  ivlaroh  6,  1933,  is  the  sincerest,  broadest, 
deepest,  loudest  end  most  abject  confession  of  the  inadeauscy  and  weakness,  rioketi- 
ness end  unsafeness  of  our  financial  structure  that  has  ever  been  uttered.   It  was 
commonly  understood  that  unless  this  drastic  measure  had  been  taken  our  entire 
banking  structure  would  have  fallen  in  onri  terrific  crash. 

The  deposits  were  payable  in  money  resting  on  gold;  and  the  gold  flowed  out  of  the 
greet  banks  in  the  East  like  water  runs  through  a  sieve.  Millions  upon  millions 
of  unemployed  ere  lifting  their  doleful  voices  in  one  mighty  chorus  of  condemnation 
against  the  unnecessary  tragedy  of  this  awful   system.  All  those  who  are  dissatis- 
fied and  eager  to  find  fault,  ell  our  agitators  and  trouble  makers,  all  our  reds  and 
bolshevists,  could  not  possibly  have  drawn  up  a  more  sweeping  and  effective  in- 
dictment. 

It  is  worth  noting  that  most  countries  throughout  civilization  have  now  been  forced 
to  "go  off"  the  gold  standard,  at  lesst  temporarily.  The  only  important  countries 
that  still  operate  on  some  sort  of  a  gold  standard  are  Switzerland,  France,  Belgium, 
Holland  and  Poland. 

A  Supplementary/-  Currency  Based  on  Commodities 

As  £  natural  and  permanent  remedy  for  many  of  the  most  disastrous  defects  in  our 
monetary  system,  it  is  proposed  to  is:ue  a  supplement  a  r:-.'  currency  based  entirely  on 
commoditier .   Let  us  monetize  our  merchandise  vnd  coin  our  commodities.   The  regula- 
tion of  agriculture,  industry  and  mercantile  business  toward  which  we  ere  now  work- 
ing will  stabilize  the  price  and  value  of  a  grer t  number  of  commodities  in  constant 
end  extensive  use.  These  coramoaities  may  serve  ?s  the  measure  of  value  for  this 
supplementary'  currency  and  also  as  the  actual  values  against  which  it  is  to  be  is- 
sued and  in  which  it  is  to  be  p'^yable.   This  supplementary  currency  may  be  issued 
in  amounts  th?t  ere  sdeguete  to  meet  the  legitimate  requirements  of  business;  and 
it  must  be  made  easily  obtrinable  h^L   those  who  possess  the  commodities  and  merchan- 
dise on  which  it  i?  t£  b_e  based,   it  is  not  pl'^nned  to  abolish  the  gold  standard 
outright  but  sir.pl"  to  issue  ^r\d   use  _c^_  corrnodi  ty  currency  as  a^  supplement  to  the  ten 
different  kinds  of  monev  we  now  have. 
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The  Commodity  Currency  Plan  in  Congress 

This  plsn  for  s  supplementary-  currency  hss  slreedy  found  its  wey  into  the  Congress 
of  the  United  States.  On  June  6,  19:54,  the  Konoreble  John  E.   i.rickson,  then  one  of 
the  Senators  from  Monti-n'.,  introduced  Senste  Bill  No.  3784  cmbcdying  the  commodity 
currency  plen  and  proposing  to  create  machinery  for  its  oper&tion.  The  title  of  the 
bill  naturally  is  a  summery  of  the  plen  itself,  ana  it  reads  as  follows: 

"To  provide  for  the  issue  of  &  supplenentar>-  currency  without  interest  based  on  cer- 
tain commodities  end  payable  in  commodities;  to  create  a  Supplementary  Currency 
Bonrd  with  power  to  fix  wholescle  prices  on  the  commodities  on  which  this  supple- 
menterj'  currency  is  base.l  in  cooperation  with  representf.tives  of  agriculture  and  in- 
dustry, and  to  regulate  the  issue  end  use  of  such  currency;  to  provide  fo^  the 
organization  of  associations  in  agriculture,  industry  and  business  that  may  receive 
such  supplementary  currency  upon  giving  title  to  the  United  States  to  conmodlties 
against  which  this  suppleraenta-^-  cur-^ency  may  be  issued;  to  strengtnen  the  control 
of  production  and  distribution  on  the  basic  commoaities  directly  effected  through 
regulating  the  issue  and  use  of  this  supplvimentei^,'  currency;  to  regulate  imports 
end  foreign  trade  to  the  extent  necessary  to  protect  tnf'  economic  and  fin'-incial 
structure  of  the  United  States;  and  to  accoipplish  other  related  purposes." 

The  Main  Featurosof  the  Plen 
Further  Explained 

The  Federal  Reserve  Board  is  the  natural  aj^ency  for  administering  this  new  plan. 
The  Federal  Reserve  System  represents  a  strong  trend  tov.'ard  a  real  commodity  cur- 
rency. This  board  already  has  the  pov.-or  to  issue  Federal  Reserve  Notes  which  nov/ 
constitute  more  then  60^  of  all  the  money  in  circulation  end  is  by  far  the  most 
important  item  of  the  various  kinds  of  currency  now  in  use  in  the  United  States.   It 
is  largely  based  on  dr-bts  and  chattel  mortgages,  >rnd  may  therefore  be  regarded  as  a 
distorted  species  of  comraodity  currency.   The  federal  Reserve  Board  also  attempts  to 
regulate  the  general  price  level  by  adjusting  the  aucntity  of  money  in  circulation 
and  by  raising  or  lov/ering  the  interest  rate. 

The  new  functions  proposed  ere  in  line  vdth  its  present  ectivities;  but  its  member- 
ship must  be  increased  in  order  t?iat  it  may  more  fully  represent  the  interests  of 
all  the  people  throughout  the  United  States  and  become  more  completely  en  agency  of 
the  government.  The  tecretar}'-  of  Agriculture,  the  Secretary  of  Labor,  the  Secretary 
of  Commerce  end  a  representative  of  the  Federal  Trade  Commission  should  be  added  to 
the  Board,  probably  others.   It  would  have  vast  powers  and  responsibilities,  end 
above  everything  else  it  should  be  so  composed  as  to  be  independent  of  party  pol- 
itics. 

Fixing  of  Prices 

The  plan  proposes  to  give  to  this  Board  the  power  to  fix  wholesale  prices  according 
to  actual  values  as  nearly  as  the  seme  can  be  determined  on  all  the  commodities 
that  may  serve  as  the  basis  for  the  issue  of  currency.  The  procedure  for  fixing 
these  prices  is  prescribed  somcwhi.t  in  detail.  Representatives  of  all  the  indus- 
tries directly  concerned  are  to  work  with  the  Board  in  fixing  these  prices.  As  I 
have  already  endeavored  to  explain,  the  most  important  thing  in  connection  with 
prices  is  that  they  are  in  the  right  relation  to  euch  other.   For  ever}/   day  trans- 
actions this  is  more  important  than  the  general  price  level.  By  fixing  the  prices 
on  a  considerable  number  of  commodities  at  the  same  time  and  by  giving  representa- 
tion to  the  vf rious  industries  directly  affected,  we  can  expect  to  obtain  prices 
that  ere  approximately  in  the  right  relation  to  each  other. 

Commodities  Against  Which  This 
Money  i^:::y  be  Issued 

The  bill  provides  that  the  .commodities  oy  v.hich  the  value  of  this  supplementary  cur- 
rency shall  be  measured  and  determined  shall  be  as  follows:   Rice  (rough),  sugar 
(refined),  wheet,  barley,  oats,  corn,  beef,  nutton,  pork,  lard,  butter,  flaxseed, 
cotton,  wool,  anthracite  coal,  bituminous  cocl,  crade  petroleum,  aluminum,  copper, 
lead,  pig  iron,  silver,  zinc  end  lijmber. 

The  Board  may  in  its  discretion  add  other  basic  commodities  to  the  foregoing  list 
before  the  completion  of  the  system  and  the  issue  of  the  first  currency;  but  the 
total  number  of  commodities,  including  these  additions,  shall  not  exceed  thirty.  The 
completed  list  shall  be  known  as  the  "beselist". 

No  commodity  shall  be  included  in  this  list  unless  it  is  f  basic  commodity,  produced 
chiefly  in  this  countr:/',  used  in  l;-.rpe  Quantities,  and  well  established  throughout 
the  United  States;  somewhat  nonperishable,  at  le:st  through  commonly  applied 
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refrigeration  or  other  well-esteblished  method  of  preservstion,  end  eesily  divis- 
ible es  to  quentity  or  number,  so  thst  it  msy  es^sily  be  aellvei-ed  physicelly  in 
lergo  or  snell  quantities. 

It  should  be  understood  the.t  within  proper  restrictions  this  commodity  currency  may 
be  issued  ageinst  other  goods  th?n  those  on  the  banelist. 

Constant  Purclif  nine  Power 

By  fixing  the  value  of  the  dollar  directly  :-.s   certain  qujintities  of  the  most  im- 
portant commodities,  we  shall  go  very  far  in  giving  the  dollar  e  constant  purchas- 
ing power.  The  Board  is  given  the  power  to  change  these  prices  in  eccoraence  with 
the  chi-inging  cost  of  production.   It  frankly  recognizes  that  the  aetu?l  intrinsic 
values  of  many  commodities  mf^y  change  from  time  to  time.  Constant  purchasing  pow- 
er therefore  does  not  consist  in  being  able  to  obtain  ex=;ctly  the  seme  quantities 
of  the  same  kinds  of  goods  from  year  to  year.  New  discoveries,  particularly  in 
chemistry,  may  cheapen  the  production  of  a  certain  article  or  result  in  the  pro- 
duction of  substitutes  that  mry  drive  other  articles  in  well  establishoc!  use  al- 
most out  of  the  field.  The  refrigerator  takes  the  plrce  of  ice;  gas  displaces 
wood  and  coal  as  fuel;  end  the  internal  combustion  engine  drives  the  horse  from  the 
road  end  the  field.  The  constent  imp->^ovement  in  raschinery  brings  down  the  labor 
cost  in  the  production  of  goods,  and  consequently  the  actual  cost  of  the  finished 
goods. 

The  plan  recognizes  these  constant  and  inevitable  changes,  and  maices  provision  for 
adjusting  the  currency  in  accordance  with  these  changes.   In  this  way  the  proposed 
commodity  currency  will  have  reel  constancy  of  purchasing  power  as  nearly  perfect 
as  humen  knowledge  end  intelligence  can  bring  about.  Constancy  of  purchasing  pow- 
er through  long  periods  of  time  is  one  of  the  most  important  qualities  to  be 
sought  in  a  medium  of  exchange  and  a  measure  of  value.  The  lack  of  it  is  one  of  the 
serious  defects  in  gold  standard  money. 

Denominetion  end  Form 

This  commodity  currency  shell  be  issued  in  the  seme  denominations  as  the  present 
currency  of  the  United  States.  Money  in  the  denomination  of  one  dollar  or  above 
shall  be  in  the  fo-^m  of  paper  bills,  and  they  shall  have  engraved  thereon  informa- 
tion to  the  effect  that  they  are  payable  in  commodities  as  provided  by  lew. 

Money  in  lower  denominations  than  one  dollar  shall  be  coined  from  light,  cheap  and 
durable  metal. 

Legal  Tender 

The  supplementary  currency  hereby  authori?  eo  shall  be  accepted  by  the  United  States 
in  payment  of  taxes,  excises,  import  duties,  and  all  other  obligations  due  the 
United  States.   It  shell  be  a  legal  tender  for  all  purposes  unless  otherwise  speci- 
fied by  contract.   It  shall  be  uncondition?-lly  accepted  in  payment  of  ell  commodi- 
ties and  merchandise  against  which  it  is  issued,  in  accordance  with  the  prices  of 
the  baselist  and  other  prices  which  may  have  been  fixed  by  the  Board. 

I; sued  to  Associations  Only 

It  would  be  out  of  the  ouestion  to  issue  this  supplementery  currency  to  individuals. 
Section  12   of  the  bill  provides  that  such  currency  shall  be  issued  only  to  regionsl 
associations  formed  under  this  act  in  the  principal  br-  nches  of  agriculture  directly 
affected  by  this  plan,  and  in  each  one  of  the  industries  so  affected.   The  Board 
shall  have  the  power  to  determine  the  number  of  such  associations  and  define  the 
territory  that  they  shell  serve,  following  state  lines  as  far  as  practicable;  but 
the  branches  of  agriculture  and  the  branches  of  industry  '-ffected  shell  have  the 
right  to  submit  preliminary  plans.   It  is  the  idea  of  this  plan  that  such  associa- 
tions shall  cover  all  of  the  United  States,  including  Alaska  end  shall  include  pro- 
ducers of  the  mein  ^^-gri cultural  commodities,  menufaoturers,  other  producers,  and 
dealers  and  distributers  to  which  this  pl^n  '.pplies  and  who  desire  to  come  in  under 
its  provisions.  It  is  not  compulsory'-  to  form  cr  join  these  associations;  but  it  will 
be  found  very  convenient  end  profitable. 

The  Board  shall  require  that  each  regional  association  shell  either  have  actual  re- 
sources of  its  own  or  shall  have  pledged  and  made  available  to  it  commodities  or 
money  payable  upon  demand  from  the  various  persons,  associations  end  corporations 
constituting  the  regional  association  so  that  each  of  these  regional  associations 
may  be  possessed  of  high  financial  responsibility. 

It  is,  of  course,  entirely  possible  to  make  associations  in  agriculture  and  industry 
as  responsible  in  s  finencial  way  as  benking  associetions. 
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Conditions  for.  Obtr.lning:  Corrjnc-iity  Currency 

One  of  the  conditions  for  obteining  currency  sprinrt  commodities  is  that  the  fsso- 
cif.tion  must  give  title  to  the  United  otctes  to  the  coraraodities  against  which  the 
money  is  to  be  issued.  It  is  not  required  that  the  goods  oi-  commodities  must  be 
tlelivered  phypioally  to  the  p-overnraent.  On  the  contvi-ry ,    the  tssocietion  receiving 
this  currency  will  retr  in  the  ripht  t-^  soil  the  poods,  v;eres  and  merchandise  in  the 
regular  and  ordinary  course  of  business;  but  if  the  stock  goes  cov.'n  belov.  the  pro- 
portion established  between  the  Vilue  of  the  stock  and  the  money  received  sgainst 
it,  then  r  proportionate  part  of  the  coinmcdity  currency  must  be  returned  directly 
to  the  Federal  Kesorva  Board.  A  considerable  accounting  s^'stem  must  be  developed 
showing  stocks  on  hend  and  furnishing  other  pertinent  info-nnaticn. 

No  Inte.rcst 

It  is  most  imrortent  tc  note  th'.>t  no  interest  whatever  is  to  be  charged  by  the 
government  to  the  association  receiving  this  commodity  currency.  This  will  not  up- 
set the  usual  and  well  established  custom  of  charging  interest  on  money  loaned  and 
borrowed.   It  applies  only  between  the  government  end  the  arssocistion  receiving  the 
money.   It  is  cnel ^gous  to  the  present  practice  of  the  Federal  Reserve  system  in 
loaning  money  to  benka  affiliated  with  the  Federal  Reserve  sj'stem.  Under  the  stat- 
utes and  regulations  governing  the  federal  Reserve  sytitera  any  bank  affiliated  with 
the  system  may  obtain  money  upon  putting  up  security  of  which  not  less  than  40^o  is 
made  up  of  gold  certificates.  The  remaining  portion  may  consist  of  various  kinds 
of  commercial  paper  usually  secured  by  chattel  mortgages.  The  Feierf-l  Reserve  sys- 
tem charges  no  interest  to  the  bank  receiving  this  currency  on  thLt  part  of  U_ 
which  is  backed  up  by  p-old  certificates  -  no  interest  v/hatsoevcr.   It  ir  right  that 
this  is  so  because  the  value  is  in  tho  gold  and  not  in  the  paper. 

It  is  here  proposed  to  apply  the  same  rule  to  actual  ooiomodities  that  are  put  up  as 
the  basis  for  money.  The  value  is  in  the  coirmodities  and  not  in  the  slips  of  paper 
that  the  government  issues  against  these  commodities. 

Enormous  savings  will  naturally  rer.ult  from  this  sound  and  simple  arrangement,  and 
it  will  bring  into  circuLetion  what  money  is  roauired  for  the  proper  transaction  of 
business. 

Shipment  on  Consignment 

Consignment  of  goods  against  which  money  has  been  issued  is  another  helpful  feature 
of  the  comDT.odity  currency  plsn  -  a  feature  that  will  be  of  the  most  far  reaching 
importance  in  carrying  the  goods  from  the  producer  to  the  consumer.  Section  15  of 
the  bill  reads  as  follows: 

"When  such  supplementary  currency  is  issued  to  an  association  against  finished  mer- 
chandise as  authorized  by  this  Act,  such  association  may  under  rules  to  be  pre- 
scribed by  the  Board,  ship  such  merch-'-ndise  on  consignment  to  dealers  to  be  paid 
when  sold,  and  merchandise  so  consigned  shall  be  considered  as  a  part  of  the  mer- 
chandise on  hand  by  the  regional  p.ssociation:  Provided,  hov.-ever,  tnat  the  associa- 
tion shall  charge  no  interest  on  goods  so  shipped  end  consigned,  that  the  dealer 
shall  sell  such  goods  for  cash  only,  and  that  the  regional  association  shall  be 
fully  responsible  to  the  Board  for  the  goods  so  shipped  and  consigned." 

The  Money  Not  Callable  Until  the 

Comniodities  Piave  Been  ^'oid 

The  banker  will  say  that  money  can  be  obtained  from  the  Federal  Reserve  system 
against  goods,  wares  and  merchandise  of  all  kinds  at  tie  present  time.  That  is  per- 
fectly true;  but,  of  course,  interest  must  be  paid.  That  is  probably  not  the  most 
serious  defect  of  the  system.   The  gravest  defect  is  that  the  money  ia  repayable  - 
and  must  be  repayable  -  at  some  fixed  future  time,  and  usually  it  is  called  at  the 
time  when  the  borrower  needs  it  the  most  urgently.  Due  to  the  comparatively  small 
amount  of  actual  money  end  the  enormous  development  of  the  credit  sti-ucture,  this 
call  for  the  repayment  of  the  money  in  hei-d  times  brings  about  one  panic  after  an*- 
other.  The  economic  and  financial  history  of  the  United  States  is  the  story  of  e 
succession  of  booms  and  panics. 

Scaling  Down  the  Credit  Structure 

Scaling  down  the  present  dangerous  credit  structure  is  probably  fully  as  important 
as  increasing  the  amount  of  sound  money.  The  two  should  go  hand  in  hand.  There 
should  be  a  sufficient  amount  of  sound  money  placed  in  circulation  so  that  the  re- 
serve requirements  of  banks  could  be  raised  to  not  less  than  50%  of  the  deposits  in 
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piece  of  15?J  es  now  required.  We  would  then  h^ive  •;  ffcirly  safe  credit,  structure. 

The  Plen  Carries  Within  Itself 

Ample  Powerj-  for  Its  Operation 

Both  Constitutiopel  and  PT-gcticel 

We  have  hesrd  of  the  various  Supr.5rab  Cout'I  decisions  holding  the  Agriculturel  Ad- 
justment Act  ?nd  other  recent  regulatory  legislation  to  be  unconstitutional,  null 
end  void.  Would  not  the  plen  here  proposed  find  itself  in  the  seme  class  of  out- 
laws? No.  One  of  the  fundairiental  legal  advantages  found  in  the  plan  is  that  it 
T.ill  enable  Congress  to  utilize  more  fully  great  powers  already  vested  in  it  by  the 
Constitution,  namely  the  almost  unlimited  power  of  Congress  "to  coin  money  und  reg- 
ulate the  value  thereof".  These  powers  can  nov  be  brought  into  full  play.   In 
order  to  regulate  the  value  of  the  commodity  currency  in  accordance  with  the  express 
provisions  of  the  constitution,  it  will  be  found  aecesssn''  to  regulate  the  produc- 
tion, distribution  and  pi-ice  of  the  commodities  on  whi  -:h  it  is  bs?e.l.  Otherwise 
the  regulation  of  the  value  of  the  commodity  currency  would  utterly  _f^_il_. 

There  is  here  full  const itutionj;-.!  authority  for  ell  the  regulation  that  should  be 
exercised  in  e  Democracy.  No  amendment  to  the  constitution  is  necessary  on  this 
score. 

The  inherent  practical  or  economic  powers  of  control  ere  eqtially  sweeping.   In  or- 
der that  the  plan  may  work,  some  conditions  must  be  imposed  in  connection  vjith  the 
issue  end  use  of  the  commodity  currency,  in  addition  to  those  already  mentioned. 
The  bill  introduced  in  Congress  embodying  this  plan  dem^-nds  that  the  associations 
receiving  the  commodity  currency  must  cooperate  in  the  regulation  of  production  and 
prices.  Associations  engaged  in  the  purchase  and  forwarding  of  commodities  from 
producers  to  the  terminal  markets  must  among  other  things  agree  to  the  following 
specific  conditions: 

"(a).  To  purchase  only  from  producers  that  have  come  in  under  the  National 
Control  Acts  heretofore  or  hereafter  enacted  limiting  the  acreage  that  may 
be  devoted  to  wheat  crops  or  other  crops,  or  fixing  a  maximum  number  or 
Quantity  of  other  commodities  that  may  be  produced  from  given  tracts  or 
areas  of  land,  or  otherwise,  by  eech  person,  association  or  corporation. 

"(b).   To  pay  the  prices  i'ixed  for  the  specific  grades  of  commodities  or 
products  at  the  most  accessible  terminal  markets,  less  the  necessary  stor- 
age and  handling  charges,  including  deduction  for  shrinkage  end  other 
usual  costs  and  charges. 

"(c).  To  sell  at  the  prices  fixed  and  to  sell  only  to  manufacturers, 
millers,  and  other  actual  users  of  the  commodity  or  product,  except  ex- 
ports to  foreign  countries  and  except  also  upon  specific  authorization 
of  the  Board.   The  commodity  handled  must  be  fairly  distributed  to  actual 
users  without  any  discrimination  so  that  monopolies  may  be  prevented. 

It  is  perfectly  obvious  that  throagh  these  means  the  Nation; 1  Government  can  exer- 
cise regulation  and  control  th:,t  vjill  extend  to  every  bran?h  end  tv.ig  of  our  econom- 
ic life. 

Results  J:!,pitomizeQ 

The  Plan  Will  Bring  /^bout: 

1.  Just  and  constant  prices  on  principal  commodities.  That  is,  prices  that  sre  in 
the  right  relation  to  e^ch  other  -  as  nearly  right  ps  human  intelligence  can  ascer- 
tain -  end  that  will  remcin  in  this  relation  from  year  to  year  and  from  decade  to 
decade.  This  is  "economic  end  social  justice"  applied  to  the  production  and  exchange 
of  goods,  and  it  is  a  workable  way  to  "shai-e  the  wealth". 

2.  Sound  money,  wloney  with  abunciant  backing  -  money  that  is  above  suspicion  as  to 
its  value  and  reliableness.  The  goods  which  it  represents  and  in  which  it  is  pay- 
able ere  piled  end  stacked  and  displayed  ell  around  us  in  every  store  and  warehouse. 
There  would  be  no  room  for  suspicion,  doubt  or  fear  as  to  the  soundness  of  this 
money. 

?.  Money  with  constant  purchasing  power  -  constant  from  year  to  year  and  from  gen- 
eration to  gene^'ation.  Under  our  present  economic  and  financial  system  prices  on 
commodities  ere  largely  determined  by  accident,  guess  and  gamble,  by  cunning  and 
catastrophe;  and  these  prices  are  expressed  in  money  resting  on  gold,  the  Vilue  of 
which  is  also  aetermined  by  accident,  guess  and  gamble.  This  all- pervading  gamble 
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with  fTarables  hss  inevitably  resulted  in  wobM?/  money  ^nd   the  mesR  w  ere  in.  Under 
this  new  system,  money  will  be  expressed  directly  as  auiintitios  of  comuodities,  the 
prices  of  which  arc  i-egnil&ted  by  intelligence  Rnd  justice.  The  purchasing  power  of 
the  comraodity  doll^-r  v.ill  auton&trcelly  follov;  the.-  oouite>ile  price  tdjuEtments  on 
these  coinniodities. 

4.  It  will  solve  the  probleni  of  p]--.cing  money  in  circulation  by  havin^^  it  issued, 
without  interest ,  directly  to  essocihtions  in  agriculture,  industry  end  commerce 
£g:-.inot  liuitsble  becking  for  sounn  money.  Thete  associations  viil  distribute  the 
money  emong  their  members. 

5.  It  will  cut  out  the  payment  oT  millions  upon  millions  of  dollarn  in  unproductive 
interest  every  year.  This  will  bring  goods  into  the  hands  of  tho  cons'omer  at  lower 
costs. 

6.  As  the  money  is  not  repeysble  until  th'?  stocks  of  goods  htvo  been  r-old  or  re- 
duced below  the  required  proportion  between  the  -lommodities  on  hand  end  the  money 
received,  the  commodity  dollar  will  remain  consttntly  !:veilable  s.nd  in  steady  cir- 
culation in  good  times  end  in  times  net  so  good. 

7.  It  will  sctle  down  the  hazari'^us  credit  structure.  The  quantity  of  money  in 
circulation  will  autoraeticelly  rerpond  to  the  Quantity  of  gooas  to  be  exchanged. 
As  more  goods  are  produced,  more  money  will  bo  immediately  available  to  pay  for 
these  goods.  The  quantity  of  f^ounc^  money  in  circulation  can  therefore  be  made  ade- 
quate for  the  requir^iments  of  till  legitimate  business  with  very  little  borrowing. 

8.  For  these  reasons  money  end  credit  panics  vail  become  a  thing  of  the  past  -  e 
mere  memor:/  of  the  dark  egos  when  buiuness  was  oiuined  in  the  he?;thenish  supersti- 
tion thot  glittering  gold  alone  ir.  real  money. 

9.  It  will  automatically  finance  the  distribution  of  goods.  By  permitting  the  man- 
ufacturer and  v.'holes-  ler  to  ship  goods  on  consignment  while  retaining  the  currency 
issued  against  these  goods  until  they  ere  sold  by  the  retfiler,  it  will  automati- 
cally carry  the  goods  to  the  ret'il  store.  This  will  enable  the  merchant  to  carry 
large  stocks  of  goods  with  •-  sm:-.ll  investment. 

The  money  issued  'rgsinst  these  stocks  hrs  already  founa  its  way  into  the  hands  of 
laborers  in  the  form  of  wages  and  furnished  them  with  purchasing  pov;er  to  acquire 
the  goods.  More  goods  must  be  produced  to  satisfy  the  demand. 

This  circle  of  operation  will  cutomaticslly  and  continuously  repeat  itself. 

10.  Supplies  of  commodities  of  all  kinds  will  be  enormously  increased.  It  v/ill 
make  it  possible  to  carry  large  surpluses  without  ^lepressing  the  market.  By  provid- 
ing interest-free  money  before  the  goods  are  sola  the  sales  pressure  will  be  re- 
lieved and  the  carrying  costs  substantially  reduced.  This  is  particularly  import- 
ant in  agricultural  commodities.   In  this  a«te  of  abundance,  v.e  should  carry  vast 
stores  of  goods,  showering  their  riches  throughout  the  land,  both  for  immediate  use 
and  as  insurance  against  possible  catastrophes  at  home  end  abroad. 

11.  The  plan  carries  within  itself  ample  power  for  its  operation,  both  constitu- 
tional end  practical.   In  order  to  regulate  the  value  of  money  as  provided  by  the 
constitution,  it  will  be  necessary  to  regulate  the  production,  distribution  and 
prices  of  the  commodities  on  which  it  is  based.   In  order  to  obtain  this  currency, 
the  associations  wanting  it  must  comply  with  all  reasonable  regulations  of  this 
kind  prescribed  by  the  Government.  To  obtain  and  use  this  currency  will  be  an 
economic  necessity.   It  will  have  a  universal  appeal  to  the  profit-motive  which  is 
s  form  of  the  instinct  of  self-preservation,  the  deepest  of  all  huraan  instincts. 

12.  On  the  whole,  this  plan  will  furnish  an  immediate,  powerful  and  lasting  stimu- 
lus to  private  business  end  enterprise  in  all  branches  of  our  economic  life.  At  the 
same  time  it  will  lend  a  safety  and  stability  to  ell  kinds  of  enterprise  now  un- 
known. This  will  result  in  a  vest  amount  of  new  employment  end  a  truly  immense  in- 
crease of  purchasing  power.  It  v,ill  help  most  efficiently  towerd  solving  the  second 
half  of  our  ereet  economic  problem  -  the  pi-oblera  of  distribution.  Ultimately  our 

s  ystem  of  exchenge  end  distribution  may  become  slmost  as  efficient  as  our  system 
of  produc  tion.   This  is  our  goal.   When  this  hrs  been  attained,  the  measure  of  our 
prosperity  v.ill  be  the  ir.easure  of  our  cape  city  to  yroduce.   This  will  bring  about  a 
prosperity  which  in  the  even  flow  of  its  abundance,  in  its  general  diffusion  among 
all  classes  of  the  population,  and  in  its  long  duration,  hss  never  been  approached 
in  this  or  any  other  country. 


J 


"j-'Svr-i  '. 


■ilA'J  tlltii 


;r;;;c-^ 


32 1 


A  Warninp  From  Abroad 

Grinding  poverty,  crying  economic  injustice  tnd  sociel  inequslities  -  set  snd  har- 
dened, end  gloomy  ar  the  wells  of  ■-:   dungeon  -  nov;  prevail  in  meny  countries  of 
iiXirope,  and  hcve  engendered  turning  h-itred,  deep-sested  suspicion  and  cowering  fear 
between  classes  and  countries.  This  hatred,  suspif'ion  and  fear  h=ve  brought  about 
tyr<^.nnical  dict'torships  and  brutish  violence  in  all  its  forms,  civil  war  and  mon- 
strous preparations  for  other  ivars  so  dreadful,  terrible  and  appalling  that  they 
threaten  to  destroy  ci'^ilizction. 

To  prevent  a   similar  fr;te  for  this  gr^at  Democracy,  still  blessed  with  liberty, 
peace  and  abundance,  we  must  se.-jrch  with  open  mindr  for  r   mere  nearly  just  and  eoui- 
table  distri'Dution  of  ou^  abundant  material  wealth.   Justice  alone  cr.n  "insure 

domestic  trenouillity  and  secure  the  blessings  of  liberty  to  ourselves 

and  our  posterity".   We  must  revamp  our  economic  and  financial  system. 


I.  iV.  BRkNDJOED 

Helena,  Montana 
October  18,  19.'56 
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